1%

PROCESSED
MAY 1 42008

) THOMSON REUTERS . .

3 _‘S'AVMLE COPY |

Premiere Gt
obal Services, Inc. 2007 Annual
uuuuuuuu



E Premiere
Global Services

17 Voors of Innovaling
Applied Communication vechnologies that:
o Improve inefficient business processes

o Automate manual or paper-bas :d methods
o Create new and better ways of doing business




PGiCOS

... Through the Premiere Global
Communications Operating System (PGi**COS)

o Conferencing & Collaboration

o Enterprise Document Solutions
» Besktop Document Solutions

¢ eMarketing

* Notifications & Reminders




We offer the Premiere Global Communications Operating System - a broad
suite of applied communication technologies on a single, on-demand platform,
PGiCOS applications help companies gain a competitive :dge by improving
their critical daily business processes.

OF BUSINESS PROCESSES

o1. Innovation

0. Development

03. Marleting

04. Sales
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From innovation and development ... to the
acquisition, up-sell and ongoing care of

customers ... to billing and collections ...
companies around the world conduct

millions of business processes every day.

06. Billing

07. Collections

CYCL

os5. Service
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01. PGiCOS Innovation
Applications

¢ |deation Sessions

* Concept Acceptance
Documentation

* Secure Document Delivery
« Research Notifications

The Big Idea -

Ideation Sessio 15 * Conferencing & Collaboration

Constant innovation is critical to helping businesses remain
competitive, regardle ;s of whether they are selling products
or services. Premiere 3lobal Services enables companies to
create a fluid dialogu:: among their dispersed employees,
partners and consult: nts to foster and accelerate the
innovation process.

For example, many ccmpanies apply our PGi Netspoke Web
Collaboration tool to -acilitate virtual IDEATION SESSIONS.
With our simple-to-use web interface that includes features
like white boarding and document sharing, creative and
design teams around the world can brainstorm in a virtual
environment, directly from their desktop. Collaborative
documents are acces:ible via an always-available web
archive, allowing tear» members to work on their own
schedules and at thei- own pace.




Once an idea is born in the concept phase, development 02. PGiCOS Development
teams bring it to life. Increasingly this process includes Applications

vendors, suppliers and test groups that are spread across
the globe. Premiere Global Services offers a broad range

« Design Collaboration
* User Acceptance

of applications to bring tearn members together —to Documentation
make the critical path from concept to product as short » Vendor Integration
as possible. = Beta User Surveys

Today, development teams apply our eMarketing technolo-
gies to conduct BETA USER SURVEYS. With our easy-to-use
web tools and robust reporting capabilities, project man-
agers can send interactive e-surveys and questionnaires
to early-adopters who participate in the pre-production
testing of new products and services. Acting on feedback
from these surveys, developers are able to eliminate bugs
and design flaws more quickly, thereby accelerating time-
to-market — and time-to-revenue.

Beta User Surveys * eMarketing




03. PGICOS Marketing
Applications

¢ Product Launch Sessions

» Secure Price Sheet Distribution
» Promotional Offers

= Customer Newsletters

-~ Spread The Word .

Promotional Offers » eMarketing

Once a product or service is production-ready, the marketing department
kicks into high gear. Premiere Global Services offers a power ul suite of
applied communication technologies that enable marketing rofessionals
to make their messages more relevant, timely and effective.

Today, marketing teams around the world apply our PGiCOS 1echnologies
to send electronic PROMOTIONAL OFFERS in conjunction with new product
launches. With our extensive library of easy-to-complete onlite templates,
companies of all sizes can create and send professional offers within
minutes. Further, they are able to track responses in real-tim : through

our web reporting tools, allowing them to modify messages s|uickly in
order to maximize their success.




Mobile Printing » Desktop

Many companies rely on direct sales to bring their products
and services to market. Premiere Global Services offers

a number of applications that make mobile sales profes-
sionals more productive and more effective.

Today's sales professionals are increasingly reliant on
mobile devices, such as PDAs, smart phones and other
handheld devices that are more convenient to use than
taptops. And every day, thousands of them rely on the
PGIiCOS for MOBILE PRINTING. Qur technologies enable
users to easily print documents, such as the location of
an appointment, product brochures and sales contracts,
directly from their handheld device via any fax machine
in the world.

Document
Solutions

04. PGICOS Sales
Applications

« Town Hall Meetings
¢ Product Demaos
* Mobile Printing
+ Prospecting Letters




©5. PGiCOS Service
Applications

* Transactional E-mail Integration QOnce a company attriicts customers, the race is on to keep
» Customer Satisfaction Surveys them - and to keep them happy. Premiere Global Services
+ Service Appointment Reminders offers a number of pc werful applications that maximize

» Workforce/Staffing Notifications customer service anc customer loyalty.

For example, every diiy companies apply our technologies to
provide their custom::rs with automated SERVICE APPOINTMENT
REMINDERS. When a service or repair call is necessary, the
company and the customer want the visit to go as smoothly as
possible, Our techno ogies enable companies to automatically
remind their custome rs of scheduled service appointments in
advance, helping conipanies save money by avoiding no-shows.
The confirmations alt o help customers avoid the frustration of
missed appointment:.

Service Appointment Reminders » Notifications & Remir ders




06/07. PGICOS Billing/

Collections Applications

* Vendor Collaboration E = l
« Electronic Invoice Delivery %&
* Late Payment Notices

+ Automated Collections
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Electronic Invoice Delivery * Enterprise Document Solutions
Late Payment Notices » Notifications & Reminders

Most companies are burdened with the time-consuming

processes of billing and collacting receivables. Premiere

Global Services offers a wide variety of applications that

help companies manage their entire revenue cycle — from
sending bills, to collecting payments.

Teday, companies of all sizes apply PGiCOS technologies for
ELECTRONIC INVOICE DELIVERY. By sending bills via secure
e-mail, our customers save money and time compared to
print-mail alternatives. And, if payments are late, our custom-
ers can automatically send LATE PAYMENT NOTICES via the
PGICOS. Our automated voice, text or e-mail reminders help
our customers collect their receivables faster, lowering over-
due balances and increasing their cash flow.




| Dear_Fellow Shareholders

The value of our unique PGICOS
positioning is resonating with our
customers, as illustrated by our
stro 1g financial results for the
yeal and the current momentum

in our business.

2007 WAS A RECORD-SETTING YEAR FOR
PREMIERE GLOBAL SERVICES. Inour 2006
annual report, | outlined significant accom-
plishments that better-positioned Premiere
Global Services to take advantage of large
and growing market opportunities. I am
pleased to report that, in fact, our enhanced
position generated record results in 2007,

Key highlights of our financial and strategic
accomplishments for 2007 include:
= Grew net revenues by 13% to
$560 million;
o Increased operating cash flows by
more than 20% to nearly $g1 million;
o Grew diluted EPS by 41% to $0.52;

¢ Generated record volume across our
PCiCOS platform;

o |n:reased our penetration with leading
glubal brands — now approximately
95% of the Fortune soo apply the
PCiCOS to improve their businesses;

o Repurchased more than 10 million shares
of aur common stock, or approximately
15 % of our totat shares outstanding.

This mpressive performance was reflected
in our share price appreciation, as our stock
outp iced many of our competitors’ shares
and the broad market indices.

As | 1ok into the future, our direction is
very :lear. We believe we are a leader in

a laryre, yet vastly underserved market,
positioned as the only provider of & broad
suite of applied communication technol-
ogie: that enable companies to improve
their common, yet critical, daily business
procusses, Qur strategy of offering these
applizations on a single, on-demand plat-
form gives us a significant advantage when
comj-ared to single product competitors.

Compranies around the world are more
focus ed than ever on improving their busi-
ness processes, and they are realizing the
exter t to which applying communication

Bolad T. Jones
Chaiirman and Chief Executive Officer




Financial Highlights

ﬁflimzﬁxhékb@xmﬂ’ pegEhaTerata) 2007 006 Chdiie: |
Net revenues $559,706 $496,472 13%
Qperating income 61,546 46,370 33%
Net income 33,355 25,509 31%
Diluted EPS 0.52 0.37 41%
Pro forma diluted EPS* 0.86 0.68 26%
Net cash provided by operating activities 90,937 73,160 24%

*[ndicates 8 non-GAAP financial measure - se& table immediately following our Form 10-K in this annual report for reconciliation to the most directly comparable

GAAP measure,

technology gives them a comnpetitive edge.
The value of our unique PGILOS positioning
is resonating with our customers, as illus-
trated by our strong financial results

for the year and the current momentum

in our business.

We plan to further our lead in 2008 by
driving even greater PGICOS custamer
and shareholder value.

This year we will continue to focus our
sales efforts on selling additional PGICOS
applications to our existing clients, which
we believe will generate substantial finan-
cial returns and move us up the value curve
with these customers,

This year we plan to significantly increase
the development and marketing of new
PGIiCOS business applications that meet
the specific needs of targeted industry
verticals and harizontat job functions.

We believe our application focus delivers
even greater customer value and opens
additional market opportunities to us.

We plan to introduce new pricing options,
such as subscription and license pricing,
into our direct sales channels, much like
we have for our web-based solutions and
applications. These pricing models, which

are commen with other on-demand provid-
ers, offer customers a more predictable
spend with us, and offer PGl a revenue
enhancement opportunity,

Finally, in 2008, we will continue to enhance
our web portal at PGiConnect.com. We

plan to add significant new video and text
content, including customer testimoniais
and stories that make our applied commu-
nication technologies more tangible. Qur
goal is to enable prospective customers to
hear directly from our existing customers
about the value and benefits of our PGICOS
applications.

In closing, let me say that we believe our
Company has never been more aligned,
more focused and more disciplined than it
is today — all in support of our customers.

| am very proud of our many accomplish-

ments in 2007, and | lock forward to
reporting an even better year in 2008.

Bead -

Boland T. Jones
Chairman and Chief Executive Officer

1n
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We believe we are uniquely positioned in
a large, yet vastly underserved niarket, which
provides substantial growth opportunities
for our Company in the year; ahead.
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When used in this annual roport on Form 10-K and elsewhere
by us or by management fro n time to time, the words “believes,”
“anticipates,” “expects,” “v4ll,” “may,” “should,” “intends,”
“plans,” “estimates,” “prec icts,” “potential,” “continue” and
similar expressions are inte nded to identify forward-looking
statements concerning our pperations, economic performance
and financial condition. For those statements, we claim the
protection of the safe harbir for forward-looking statements
contained in the Private Se wurities Litigation Reform Act of
1995. These statements are based on a number of assump-
tions and estimates that ar : inherently subject to significant
risks and uncertainties, mz 1y of which are beyond our con-
trol, and reflect future busi 1ess decisions which are subject
to change. A variety of facti s could cause actual results to
differ materially from those anticipated in our forward-looking
statements, including the fllowing factors:

o Qur ability to compete t ased on price and against our
existing and future com etitors;

¢ Qur ability to respond t« rapid technological change and
the development of alte natives to our services;

¢ Market acceptance of ni-w services and enhancements to
existing services;

o Costs or difficulties rela ed to the integration of any new
or acquired businesses ind technelogies;

e Concerns regarding the security of transactions and trans-
mitting confidential infc ‘mation over the Internet
and public networks;

¢ Qur ability to upgrade o Jr equipment or increase our
network capacity to mest customer demands;

e Qur services may be int 'rrupted due to failure of the
platforms and network i1frastructure utilized in providing
our services;

¢ (Continued weakness in jur legacy broadcast fax services;

° Qur ability to efficiently utilize or re-negotiate our tele-
communications supply agreements;

o increased leverage may harm our financial condition and
results of operations;

o Qurdependence on our subsidiaries for cash flow may
negatively affect our business and our ability to pay
amounts due under our indebtedness;

o Qur financial performan e could cause future write-downs
of goodwill or other inte ngible assets in future periods;

l LT n u,
]
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o Assessn ent of income, state sales and othar taxes for
which w2 have not accrued;

¢ Our abil ty to attract and retain qualified key personnel;

o Qur abil ty to successfully identify suitable acquisition
candida es, complete acguisitions, integrate acquired
operaticns into our existing operations or expand into
new ma kets;

o Qur abil ty to protect our proprietary technology and
inteilect sal property rights;

° Possible adverse results of pending or future litigation or
adverse results of current or future infringement claims;

o Regulatory or legislative changes may adversely affect
our business;

° Possible adverse results if our services become subject
to goverament regulations applicable to traditional tele-
commur ications service providers;

o Risks associated with expansion of our international
operatic ns and fluctuations in currency exchange rates;

o Domest ¢ and international terrorist activity, war and
political instability may adversely affect the level of
services utilized by our customers and the ability of
those ¢t stomers to pay for services utilized;

o General economic or business conditions, internationally,
nationally or in the local jurisdiction in which we are doing
busines ;, may be less favorable than expected;

o Factors lescribed under the caption “ltem 1A. Risk
Factors” in this annual report on Form 10-K; and

o Factors lescribed from time to time in our press releases,
reports ind other filings made with the Securities and
Exchang e Commission.

We caution that these factors are not exclusive. Consequently,
all of the foi ward-looking statements made in this annual report
on Form 10 K and in other documents filed with the SEC are
qualified by these cautionary statements. Readers are cau-
tioned not " o place undue reliance on these forward-looking
statements, which speak only as of the date of this Form 10-K.
We take on no obligation to pubticly release the results of any
revisions tc these forward-looking statements that may be
made to reflect events or circumstances after the date of this
Form 10-K, r the date of the statement, if a different date.
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OVERVIEW

Premiere Global Services, Inc. is a global provider of applied
communication technologies that help businesses automate
and improve their business processes.

Our Premiere Global Communications Qperating System
(PGiCOS) delivers multiple industry- and function-specific
business applications. We offer these applications in an
on-demand model, meaning our customers are not burdened
with the up-front expense associated with purchasing or
installing hardware and software. We host our applications
on our enterprise-class platfarms, which are comprised of
server and network operations centers located worldwide.
These platforms contain proprietary software and a variety
of leading communication technologies, including web and
audio conferencing, e-mail, short message services {(SMS),
IP fax, automated speech, mobile and other technologies.

We offer easy access to PGICOS through our web portal,
PGiConnect.com, which enables our customers to use our
applications directly from their desktop or mobile device. We
also offer open standards access to these applications via
our application programming interface (API) suite, enabling
our customers and technology partners to integrate PGICOS
capabilities directly into their enterprise systems and existing
business processes.

For sales and marketing purposes, our applied commu-
nication technologies are grouped into five solution sets:
Conferencing & Collaboration, Desktop Document Solutions,
Enterprise Document Solutions, Notifications & Reminders
and eMarketing. Qur strategy is to continue to develop inno-
vative new vertical and horizontal business applications to
better address the needs of our enterprise customers and

to increase the scope and size of the markets we address.

In 2007, our base of greater than 50,000 enterprise customers,
including approximately 95% of the Fortune 500, used
PGICOS applications to improve or automate their existing
business processes, or to create new and better ways of
doing business.

We have a multi-channel sales approach with dedicated
sales and marketing professionals within each of our five
solution sets. We sell directly to customers through these
sales and marketing professionals and indirectly through
agents, wholesalers and strategic partners. Additionally,
PGiConnect.com enables customers to acquire and utilize
our PGiCOS apptications online, as well as manage and
administer their accounts with us.

In addition to growing our business organically, we have
utilized our operating cash flow and bank line of credit to
acquire complementary companies and technologies that we
believe increase our market share and bring to us additional

customers, applications and sales personnel. By applying
our scale and purchasing power to these acquired companies,
we believe we can often reduce their operating costs and
generate additional earnings.

in 2007, we completed a self-tender offer pursuant to which
we repurchased and retired approximately 9.7 million shares
of cur commaon stock for an aggregate purchase price of
approximately $122.5 million, Combined with shares we
bought under our open market share repurchase program,
we repurchased approximately 15% of our shares outstand-
ing during 2007.

North America net revenue was $356.7 million in 2007,
$319.3 million in 2006 and $321.4 million in 2005, Europe
net revenue was $103.3 million in 2007, $93.0 million in
2006 and $99.1 million in zo0s. Asia Pacific net revenue
was $99.7 million in 2007, $84.2 million in 2006 and

$77.0 million in 2005. In zo07, sales in Nerth America,
Europe and Asia Pacific accounted for 63.7%, 18.5% and
17.8% of our consolidated net revenues, respectively. Finan-
cial information about our geographic areas can be found in
Note 17 to our consolidated financial statements for the year
ended December 31, 2007 included in this annual report.

We were incorporated in Florida in 1991 and reincorporated in
Georgia in 1995. As of December 31, 2007, we have approxi-
mately 2,430 employees conducting business in 23 countries
in North America, Europe and Asia Pacific. Our corporate
headquarters are located at 3280 Peachtree Road, NW, The
Terminus Building, Suite 1000, Atlanta, GA 30305, and our
telephone number is (404) 262-8400.

INDUSTRY BACKGROUND

From innovation and development, to the acquisition, up-sale
and ongoing care of customers, to billing and collections, every
company around the world conducts a vast number of busi-
ness processes every day. Our goal is to provide a broad suite
of applied communication technologies to address all of these
daily business processes from a single on-demand platform.,

By using our PGi Communications Operating System applica-
tions, we believe our enterprise customers can improve less
efficient business processes, automate manual or paper-
hased business processes, or create new and better ways

of doing business. By automating and improving a wide
array of critical, daily business processes, we believe our
PGiCOS solutions and applications offer high customer
value and deliver meaningful returns on investment to

our enterprise customers.

Because the magnitude of business processes that can be
improved through the application of communication technolo-
gies is immense, we believe that we have significant future
growth opportunities. In fact, we engaged The JAAG Group,
an advisory and consulting services firm, to conduct a survey
to assess the current market opportunity for our solutions

in January 2008. This market survey estimates our solutions’
market opportunity to be nearly $10 biilion in 2008, growing
to nearly $17 billion in 2012, representing a projected com-
pound annual growth rate in excess of 14%.

PREMIERE GLOBAL SERVICES 1




SOLUTION SETS AND BUS NESS APPLICATIONS

We go to market with a full suite of business applications that
we believe provides us a ¢« mpetitive advantage when com-
pared ta single product ver dors, which comprise the majority
of our competitive set toda «. Qur sirategy is to continue to
develop new communicatic n technologies-based business
applications that meet the :pecific requirements of customers
within targeted industries.

Our PGICOS applications ai 2 grouped into the five solution
sets listed below:

Conferencing & Collaborat on Solutions

Our Conferencing & Collabt ration Solutions include a full-
suite of traditional and voic 2 over Internet protocol (VolP)-
based audio conferencing ¢ nd web collaboration services
for all forms of group meeti 1gs, from large events, such as
investor relations calls and training sessions, to smaller
meetings, such as sales plz nning calls and project team
meetings. Conferencing & ( ollaboration services include
automated reservationless conferencing, global reservation-
less conferencing with appt oximately 75 local access points,
operator-assisted event coi ferencing and web collaboration.
In addition, our mobile app ication, ConferenceAnywhere,
enables users to easily acc'ss conference calls from their
mobile devices without having to remember lengthy dial-in
numbers or passcodes.

A few examples of our man r Conferencing & Collaboration
applications include:
¢ Sales meetings
o Self-paced learning
o Continuing education
o Human resources trainit g
o Investor relations
e Town hall meetings
Business continuity

Desktop Document Solutic 15

Our Desktop Document Sol utions include an easy-to-use,
automated IP fax applicatic n called FaxzMail. With this
application, subscribers ca 1 send and receive faxes using
their computer and existing e-mail account with no addi-
tional hardware or softwar¢ required. In addition, our
PremiereAnywhere application enables mobile users to
send documents and e-mai attachments directly from their
mobile device to any fax m: chine in the world to be printed.

A few examples of our man + Desktop Document 5Solutions
applications include:

° Mortgage application pricessing

¢ Pricing updates

e Enterprise e-mail integr: tion

e Contract automation

° [nsurance claims proces sing

o Accident reports receipt and delivery

2 PREMIERE GLOBAL SERVI ES

Enterprise Jocument Solutions

Our Enterprise Document Solutions automate manual and
paper-base 1 business processes through the conversion of
paper docu nents into electronic files, which can be forwarded,
accessed a 1d archived remotely through any existing e-mail
account or 1 web interface. Documents can be sent as an
encrypted ¢ -mail, an electronic fax or made available on a
secure web interface for online presentment.

A few examales of our many Enterprise Document Solutions
application ; include:

o Researc report distribution

o Stock trude confirmations

Cash mé nagement settlements

Bills of lading

Mortgag e processing

Electron ¢ invoices

o o o o

Notificatior s & Reminders Selutions

Qur Notific: tions & Reminders Solutions enable clear and
compelling communications between businesses and their
constituents via automated speech, e-mail, fax and SMS. Our
enterprise customers can select the best delivery method
based on ressage content, urgency, required recipient action
and recipie 1t preferences. Our suite of hosted applications
provides customizable fealures, including recipient authen-
tication, pe 'sonalized messages with text-to-speech, hot

key transfe for interactive messaging, data cellection and
real-time, o1line summary reports.

A few examles of our many Notifications & Reminders
application; include:

¢ Flight de lay notifications

e Travel alarts

¢ Delivery reminders

¢ Fraud alrts

o Prescrip ion reminders

e Account; receivable management

eMarketing Solutions

Our eMarketing Solutions employ real-time event and cus-
tomer data {o create highly-relevant, personalized e-mail
rmarketing campaigns that we believe result in increased
response rztes, improved customer relationships and higher
sales for our enterprise customers. Our full suite of e-mail
campaign nianagement tools and intuitive user interface
empower o I enterprise customers to unlock the value

of their cus omer data by translating it into actionable
e-mail mark eting campaigns. We led e-mail marketing
vendors in our category for market suitability in a 2006
JupiterResearch report.

A few exam sles of our many eMarketing applications include:
¢ Newslet ers

e Customerloyalty programs

o Custome r re-activation

¢ Promotinnal offers

o Electron ¢ coupons

¢ lLead generation

o Lifecycle relationship programs




CUSTOMERS

Today, approximately 95% of the Fortune soo, including
leading commercial and investment banks, retailers, travel
and hospitality firms, health care and technology companies,
utitize our PGiCOS applications to automate and improve
their communication-centric business processes. Additionally,
thousands of smaller customers, ranging from regional law
firms, to retail pharmacy chains, to local school districts and
PTAs use our solutions daily.

Our custamers apply our PGICOS solutions to improve or
automate their existing communication-centric business
processes or to gain a competitive advantage by creating

new and better ways of doing business. We are focused on
providing greater customer value by innovating new business
applications backboned by our existing PGICOS solutions that
address the individual needs and requirements of targeted
customer segments.

In 2008, we plan to promote new pricing models for our
solutions that we believe are more consistent with other
on-demand providers, including subscription-based and
licensing models. Our sales commission plans are focused
on encouraging customer adoption of additional PGICOS
solutions and applications as well as annual or multi-year
contracts with minimum commitments. Most of our customer
agreements have initial terms of one to three years, subject
to automatic renewal unless a customer sends a notice of
non-renewal prior to the end of an initial or renewai term.
Customers may generally terminate without penalty, unless
their agreement contains a minimum revenue commitment
that would require payment by the customer of any unused
shortfall amount upon termination. We are continuing our
efforts to seek to enter into annual or multi-year contracts
with minimum commitments.

While our business is generally not seasonal, we typically
experience lower levels of sales and usage during periods
that have reduced numbers of working days. For example,
our operating results have historically decreased during the
summer months (particutarly in our European operations),
as well as during the Thanksgiving, December and New Year
holidays. We expect our revenues during these periods will
not grow at the same rates as compared with other periods
of the year because of decreased use of our services by our
enterprise customers.

SALES AND MARKETING

To promote domain expertise and a greater understanding

of our enterprise customers' needs, we have segmented our
sales professionals according to our five solutions sets. Addi-
tionally, we have implemented a multi-channel sales approach
to promote the transfer and adoption of best practices. Qur

current channels of distribution include global, corporate

accounts, small and medium businesses, indirect partners

and web sales:

o We sell directly to customers through our approximately
820 sales, support and marketing professionals worldwide;

e We sell indirectly through distribution partners, including
agents and resellers;

e We actively pursue strategic partners to integrate and
resell our services with their own; and

e We employ web-based marketing and direct telesales to
generate increased activity for our sales channels.

As a service organization, our customer service teams play
a major role in managing customer relationships as well as
selling additional value-added services to existing accounts.
We currently employ approximately 850 customer service
professionals deployed in local markets around the world.

RESEARCH AND DEVELOPMENT

We believe that our ability to design, develop, test and sup-
port innovative technology for service enhancements in a timely
manner is an important contributor to our continued success.
By innovating new services and enhancements to existing
services, we can better meet our enterprise customers’

needs and position ourselves in larger market segments.

In April 2007, we launched our web portal, PGiConnect.com,
to provide on-demand access to our services over the web,
Our session initiation protocol (SIF)-based conferencing serv-
ice released in 2005 now supports greater than 10o million
minutes a month. In 2007, we alsoc upgraded our Netspoke
web conferencing services and our text-to-speech technology
in our Notifications & Reminders Solutions.

We devate significant resources to the innovation and devel-
opment of new services, enhancements to existing services
and to our portal, employing approximately 100 research and
development professionals. In 2005, we opened a develop-
ment center in India to continue to develop and enhance
communications technologies-based solutions in a more
timely and cost-effective manner. Our research and develop-
ment costs for 2007, 2006 and 2005 were $14.1 million,
$12.1 million and $10.8 million, respectively.

COMPETITION

We believe the combination of communication technologies-
based solutions within the PGi Communications Operating
System is unique to the industry. Our strategy is to gain a
competitive advantage in winning and keeping customers
by innovating new technelogy-driven solutions within the
PGICOS. We believe our broad range of business process
solutions and applications provide us with an advantage
over many of our competitors that have more limited service
offerings. In addition, our global reach allows us to pursue
contract opportunities with multinational enterprises pro-
viding an advantage over competitors that only focus on
limited geographies.
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While we are unaware of ai y single competitor that provides
ali of the services we delivi r, we compete with a range of
companies in each of our fi re solutions sets, as well as with
internally developed soluti ins for companies who choose to
insource these needs. The narkets for each of our solutions
sets are highly competitive rapidly evolving and subject to
changing technology, shifti 1g customer needs and introduc-
tions of new products and : ervices.

For Conferencing & Collabg "ation Solutions, we compete

with major telecommunicat ions service providers around

the world such as AT&T Inc , Verizon Communications, Inc.,
Global Crossing Limited am | international public telephone
companies, such as BT Gro 1p plc. Additionally, we compete
with independent conferen ing service providers like West
Corporation, ACT Teleconfe encing, Inc., Westell Technolo-
gies, nc., Arkadin, inc. and Genesys S.A. (which West recently
announced it will seek to ai quire). We also compete with
traditional and IP-based eq Jipment manufacturers, business
suite software providers and application service providers,
such as Cisco Systems, Inc. Microseoft Corp., IBM Corpora-
tien, Adobe Systems Incorp orated, Oracle Corporation, Saba
Software, Inc. and Citrix Sy: tems, Inc., that offer applications
that enable web collaborat an. These providers may attempt
to leverage their dominant narket positions through addi-
tional technical integration and bundled offerings to further
expand their presences in t 1e conferencing and cotlaboration
market. In addition, we hav 2 entered into distribution and
reseller arrangements with ompanies, including some of the
companies listed above, th it offer competitive conferencing
and collaboration services  hat could choose to increase their
emphasis an offerings com etitive to us, cease to offer some
or all of their services or ou* services, or both, For example,
Cisco Systems recently acq lired WebEx Communications, Inc.,
and Microsoft offers Micros >ft® Office Live Meeting and web
collaboration functionality n its Microsoft Office Communica-
tor 2007 version.

in Desktop Document Solutions and Enterprise Document
Solutions, we compete witl companies such as Protus IP
Solutions, EasyLink Service 5 International Corporation and

J2 Global Communications, nc. Additionally, we compete with
a range of equipment and s yftware providers that enable
enterprises to address thes 2 requirements internally. In
Notifications & Reminders, jur competition includes West
(which recently acquired Tel vox Software, In¢. and CenterPost
Communications, Inc.}, as v ell as Varolii Corparation (formerly
PAR3 Communications, Inc. , SoundBite Communications, Inc.
and Adeptra Limited. In eM irketing Solutions, we compete
with Alliance Data Systems Zorporation and Acxiom Corpora-
tion, as well as a number of smaller companies, including
Responsys, Inc., Silverpop ! ystems Inc., ExactTarget, Inc.

and Constant Contact, Inc.
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SUPPLIERS

We purchas e telecommunications services pursuant to sup-
ply agreem :nts with telecommunications service providers.
Some of our agreements with telecommunications service
providers ¢ntain commitments that require us to purchase
a minimum amount of services through 2009. These costs
are expected to be approximately $7.6 million in 2008 and
$0.8 millior in 2009.

GOVERNM! .NT REGULATION

Federal, stzte, local and internationat laws regulating the
provision o traditional telecommunications services may
adversely inpact our business. We believe that we operate as
a provider ¢ f unregulated information services. Consequently,
we do not kelieve that we are subject to Federal Communica-
tions Comn ission (FCC) or state public utility commission
regulations applicable to providers of traditional telecom-
munication ; services in the U.5S. However, we are subject to
certain regl lations imposed by international telecommuni-
cations regidatory authorities and we may be affected by
regulatory ¢ ecisions, trends or policies issued ar implemented
by federal, :itate, local or international telecommunications
regulatory : uthorities. In addition, federal, state, local or
additional i 1ternational authorities may seek to regulate

or impose requirements with respect to the services provided
by us. We hive received, and certain companies that we
acquired hzd received, letters from the Investizations and
Hearing Division of the FCC’s Enforcement Bureau regard-

ing registra ion, filing and regulatory surcharge remittance
requiremen:s applicable to traditional telephone companies.
in each cas::, we have responded to the FCC's inquiries. In
addition, certain of our competitors have received such letters
and/or are nvolved in investigations before the FCC or the
Universal Srvice Administrative Company (USAC) regarding
registration, filing and surcharge remittance requirements,
and we cou d be adversely affected by the outcome of such
investigations. In the course of ane such investigation, on
fanuary 15, 2008, USAC issued a decision finding that the
audio bridg ng services of InterCall, Inc. are toll telecon-
ferencing s¢ rvices, requiring InterCall to comply with the
FCC’s regist ation, filing and regulatory surcharge remittance
requiremen s applicable to traditional telephone companies
on a prospe :tive and retroactive basis. InterCall has appealed
the USAC decision to the FCC and has sought a stay of the
USAC decis an. The FCC, in turn, has issued a public notice
seeking coriments regarding InterCall’s submissions.
Although w:: believe that we exercise reasonable efforts to
maonitor tele communications laws, regulations, decisions and
trends and ‘ o comply with any applicable legal requirements,
if we fail to :omply with any applicable government regula-
tions or if w2 are required to submit to the jurisdiction of
such goverr ment authorities as a provider of traditional tele-
communica :ions services in the same manner as described in
USAC's decision regarding InterCall, we could be temporarily
prohibited f om providing portions of our services, be required
to restructu-e portions of our services or be subject to report-
ing and con pliance obligations on both a prospective and
retroactive hasis, including being subject to litigation, fines,




forfeitures, regulatory surcharge remittance requirements
(on both a prospective and retroactive basis) and/or other
penalties arising from any non-compliance.

There is regulatory uncertainty as to the impeosition of certain
traditional common carrier regulations on VolP telephony,
which we use in the delivery of certain of our services. The
regulatory status of VolP is still under review by federal
authorities and the courts. The FCC has stated that ValP is
an interstate service subject to certain regulations, but the
FCC's regulation of VoIP may be curtailed or expanded by
the FCC or the courts. The FCC and state public utility com-
missions are conducting regulatory proceedings that could
affect the regulation of VoIP services. The adoption of, or
changes in, such telecommunications laws and regulations
could increase the costs of communicating over |P-based
networks and may affect the available delivery methods for
and costs associated with our services, as well as the growth
of VoIP networks. Regulatory authorities may seek to regulate
aspects of our services under new VolP reguiations, which
would require us to comply with laws and regulations that
currently are not applicable to us, and could adversely affect
our business.

International, federal and state laws regulate telemarketing
practices and may adversely impact our business and the
businesses of our customers and potential customers.

The FCC promulgated rules in 1992 to imptement the federal
Telephone Consumer Protection Act of 1991 (TCPA). These
rules, among others, regulate telemarketing metheds and
activities, including the use of pre-recorded messages, the
time of day when telemarketing calls may be made, main-
tenance of company-specific “do not call” databases and
restrictions on unsolicited fax advertising.

In 2003, the FCC amended its rules under the TCPA. The FCC
retained an exemption from liability for sending unsolicited
commercial fax advertisements for fax broadcast providers
which solely transmit such advertisements on behalf of others.
However, the FCC ordered that a sender may fax unsolicited
commercial advertisements only to those from whom the sender
has received prior express consent in writing. The 2003 rule
amendments modified the FCC's prior policy, which permitted
such faxes when an established business relationship (EBR)
existed between the sender of a commercial unsolicited fax
advertisement and the recipient. Several parties challenged
the new rules and the FCC delayed the reguirement to have
prior written consent and the deletion of the EBR exemption.
In July 2005, Congress passed the Junk Fax Prevention Act of
2005 (JFPA), amending the TCPA to expressly allow fax adver-
tisements to be sent to persons or entities with whom a
sender has an EBR, with certain exceptions. This amend-
ment essentially nullified the FCC’s 2003 revocation of the
EBR exemption. The JFPA alsc imposed new notice language
for fax advertisements and mandated an opt-out mechanism,
The FCC issued rules implementing these amendments in
April 2006, which became effective in August 2006. However,
the FCC may revise its rules and may impose a time limitation
on the EBR exception. Despite the passage of the |FPA, the

new notice requirements and potential time limits on the EBR
exemption, combined with the regulatory uncertainty result-
ing from the 2003 FCC rulings and associated litigation may
have discouraged, and may continue to discourage, use by
some of our customers of our broadcast fax services.

Fax broadcast providers, such as us, generally are not liable
for their customers' violations of the TCPA, although fax
broadcast providers that have a *high degree of involvement”
in their customers’ fax advertisements or “actual knowledge”
of a customer’s violation of the TCPA may be held liabte under
the TCPA. Although we have conducted our operations to
meet the fax broadcaster provider exemption, third parties
may seek to challenge this exemption.

In addition, we may be subject to state laws and regulations
regulating the unsolicited transmission of faxes. For example,
in October 2005, the state of California passed a law pur-
porting to regulate intrastate and interstate fax advertise-
ments which did not contain an EBR exemption. This law

was challenged by the U.S. Chamber of Commerce and us

in federal district court in California, with the court ruling
that California's regulation of interstate fax transmissions
was impermissible.

The FCC, along with the Federal Trade Commission (FTQ),

has also instituted a national “do not call” registry for resi-
dential and wireless telephone numbers. Telemarketers
making telephonic solicitations are barred from calling con-
sumers who register their telephone numbers in the national
database. New legisiation was recently enacted that deletes
the requirement that consumers re-register every five years.
Numbers will remain on the list unless the consumer affirma-
tively removes a number or the number is deleted from the
database in monthly administrative updates, such as in

the case of an abandoned number. In summary, with certain
exceptions, telemarketers are required to access the list
before engaging in telemarketing in any particular area code.
As a service provider to companies that engage in telemarket-
ing, we subscribe to the federal do not call registry. Although
we believe we have taken the necessary steps to ensure
compliance with the do not call registry and other rule amend-
ments, regulators or third parties could seek to challenge

our compliance with the federal do not call registry, federal
telemarketing laws, and FCC and FTC rules.

In Octobier 2006, the FTC proposed to har pre-recorded tele-
marketing calls except in instances of prior express consent.
The FCC generally permits pre-recorded telemarketing calls
where there is either an EBR or prior express consent. The FTC
initiated a rutemaking proceeding and took public comments
on its proposed restrictions on pre-recorded telemarketing
calls. In December 2006, the FCC issued a notice stating that
it would not enforce the proposed ban until the completion
of the rulemaking proceeding provided pre-recorded telemar-
keting calls comply with certain “safe harbor” requirements.
if ultimately adopted, the FTC’s proposed restriction on pre-
recorded telemarketing calls could impact customer use of
our broadcast voice services to the extent a customer sought
to use this service for marketing messages, distinct from
informational or transactional messages.
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In addition to the federal leg slation and regulations, there
are numerous state laws anc regulations governing tele-
marketing activities, includir g state do not call list require-
ments and state registration and bonding requirements.

For instance, certain states 1 :gulate or restrict pre-recorded
telemarketing and other me' sages, and certain states may
restrict or make political call5 subject to do not call and other
requirements although such calls are exempt from the federal
do not call requirements.

Federal legislation known as the Can Spam law regulates
unsolicited commercial e-mi ils, or spam. The Can Spam law
requires unsolicited e-mail riarketing messages to have a
valid postal address. E-mail narketers may not use false or
misleading headers or dece|itive subject lines, must identify
commercial e-mail and are 2 so required to remove customers
from their mailing lists if rec sested. The Can Spam law atlows
the FTC to impose fines and 3ives states the power to bring
lawsuits. Internet service pr widers may also bring suit under
the Can Spam law. The Can ! pam law also preempts state taws
in many respects, although t allows states to continue to
regulate deceptive e-mails. \ number of states have adopted
laws restricting and/or gove ning the distribution of unsolicited
e-mails. Several states have adopted child protection registry
laws that generally prohibit :ertain communications, such as
e-mails, phone, fax or instar t messages, to registered contact
points accessible by childre 1 as submitted by parents and
guardians when the conteni of the message includes an
advertisement for or a link t » content, products or services
that are restricted to minors due to their age. Schools and
other child-focused organiz itions may also submit domain
names. Other states are con sidering similar legistation. These
laws are subject to some of position by certain industry
groups and companies, anc the FTC has noted certain con-
cerns about security and pri-acy risks inherent in such “do not
e-mail” registries. We proviile services for our customers to
distribute e-mails, including e-mails that may be subject

to these laws. The Can Spai requirements apply to senders
of e-mail messages, but do 10t apply to entities who engage
in “routine conveyance” of « -mail messages, such as the trans-
mission, routing or relaying through an automatic technical
process, e-mails for which ¢ nother person has identified the
recipients or provided the r:cipient addresses. We believe
that our eMarketing service 5, where customers use our
automated service to send -mails to recipient addresses
designated by these custor 2rs, fall within Can Spam’s routine
conveyance exemption, We have implemented procedures
that we believe comply witl our obligations under the law.
We have a policy that prohiits the use of our services to
send spam and require our tustomers to comply with

all laws and regulations pe taining to spam, but there can

be no assurance that we we uld not be subject to litigation

or enforcement actions alle :ing a violation of applicable
federal and state laws.

We monitor applicable fede ral and state laws and regulations,
have compliance policies ir place regarding such laws and
regulations, and our servic : agreements with customers
generally state that our cus tomers are responsible for their
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compliance vith all applicable laws and regulations. We could,
nevertheless, be subject to litigation by private parties and
government: | bodies, including governmental enforcement
actions, allesring a violation of such laws or regulations, and
could result n damages, regulatory fines, penalties and pos-
sible other relief under such laws and regulations and the
accompanying costs and uncertainties of such litigation

and enforcerient actions.

A number of legislative and regulatory proposals are under
consideratio 1 by federal and state lawmakers and regula-
tory bodies i.nd may be adopted with respect to the Internet.
Some of the issues that such laws or regulations may cover
include user privacy, obscenity, fraud, pricing and charac-
teristics and quality of products and services. The adoption
of any such laws or regulations may decrease the growth

of e-commeice, which could in turn decrease the projected
demand for jur web-based services or increase our costs of
doing businiss. Moreover, the applicability to the Internet
of existing U.S. and international laws governing issues such
as property ywnership, copyright, trade secret, libel, taxa-
tion and per;onal privacy is uncertain and developing. Any
new legislat on or regulation, or application or interpretation
of existing l: ws, could have a material adverse effect on our
business, fir ancial condition and results of operations.

It is possible that Congress, the states or various government
agencies co 1ld impose new or additional requirements on the
electronic commerce market or entities operating therein. If
enacted, su:h laws, rules and regulations could be imposed
on our busii ess and industry and could have a material
adverse effe ct on our business, financial condition or results
of operatior s.

In addition, Jur international activities also are subject

to regulatio 1 by various international authorities and the
inherent risl: of unexpected changes in such regulation. For
example, in lividual countries within the European Union have
specific regilations related to sending personal information
from one country to another. The EU member states adopted
a safe harbor arrangement that provides that U.S. organiza-
tions can acopt procedures that comply with European privacy
regulations and can certify their compliance through notice
to the U.S. Department of Commerce. Participation in the
safe harbor is voluntary and indicates that the organization
provides an adequate level of privacy protection and gualifies
the compary to receive data from EU member states. U.5.
companies :hat avail themselves of the safe harbor arrange-
ment are subject to oversight and possible enforcement
actions by t1e FTC if they do not comply with the provisions
of their certification. Qur subsidiary, Xpedite Systems, LLC,
has certifie:] compliance with the EU Safe Harbor through the
Departmen of Commerce. In addition, the European Privacy
and Commu nications Directive imposes restrictions on send-
ing unsolicized communications to individuals via automatic
calling macines, fax, e-mail and SMS messages. Generally,
companies are required to obtain prior explicit, or opt-in, con-
sent before they can contact users via this type of marketing.




Other non-EU foreign legislation could also have an impact on
our services. Because our services are accessible worldwide
over the web, foreign jurisdictions may claim that we are
required to comply with their laws. For example, in Canada,
the Persanal information and Electronic Documents Act
(PIEDA) similarly regulates the collection and use of personal
data and applies broadly to U.S. companies that conduct com-
mercial activities in Canada. As we continue to expand and
localize our international activities, we may become obligated
to comply with the laws of additional jurisdictions, which
may be more stringent or impose more significant burdens
on businesses than those in the U.S. Compliance in foreign
jurisdictions may be more costly or may require us to change
or restrict our business practices or service offerings relative
to those in the U.S.

PROPRIETARY RIGHTS AND TECHNOLOGY

Our ability to compete is dependent in part upon our propri-
etary rights and technology. We curreritly have six issued U.S.
patents and eleven pending U.S. patent applications, as well
as two issued international patents and six pending interna-
tional patent applications. Our patents and patent applications
relate to our fax distribution, document generation and delivery,
audio and web conferencing and mobile solutions, We own
and use a number of federally registered trademarks and
pending applications for trademarks, including Premiere
Global Services & Design®™ PGI & Design PGiConnect®®
Powered by Premiere & Design’™ Auditorium® FaxzMait
(Stylized),® faxREACH,® GlobalMeet,® Irgent,™ messageREACH,®
Netspoke (stylized)® ReadyConference® ReadyConference®
Plus, smsREACH® and voiceREACH®, We own applications
and registrations for many of these and other trademarks
and service marks in the U.S. and in other countries. We rely
primarily on a combination of intellectual property laws and
contractual provisions to protect our proprietary rights and
technology. These laws and contractual provisions provide
only limited protection of our proprietary rights and technol-
ogy, which include confidential information and trade secrets
that we attempt to protect through confidentiality and non-
disclosure provisions in our agreements, We typicaily attempt
to protect our confidential information and trade secrets
through these contractual provisions for the terms of the
applicable agreement and, to the extent permitted by appli-
cable law, for some negotiated period of time following
termination of the agreement. Despite our efforts to protect
our proprietary rights and technology, there can be no assur-
ance that third parties will not misappropriate our proprietary
rights or technology or independently develop technologies
that are similar or superior to our technology.

AVAILABLE INFORMATION

Our corporate web site is PGiConnect.com. We make avail-
able free of charge through our web site {follow the “investor
Relations™ tab to “SEC Filings”) our annual report on Form
10-K, quarterly reports on Form 10-Q, current reports on

Form 8-K and amendments to those reparts filed or furnished
pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended, as soon as practicable after such
material is electronically filed with, or furnished to, the SEC.

EMPLOYEES

As of December 31, 2007, we employed approximately 2,430
peopie worldwide. Qur employees are not represented by a
labor union or covered by any collective bargaining agree-
ments. We consider our employee relations to be good.

AMENDMENT OF OUR BYLAWS

On June 27, 2007, our board of directors recommended, and
our shareholders approved, an amendment to our bylaws to
declassify our board and provide for the annual election of all
of our directors beginning with our annual shareholders meet-
ing in 2008. In addition, our board approved an amendment
to our bylaws to add a provision permitting shareholders to
appoint proxies by electronic transmission for voting at any
meeting of our shareholders.

IHEMEPASRISIGEAGIG RS
RISKS RELATING TO QUR INDUSTRY

The markets for our services are intensely competitive, and
we may not be able to compete successfully ogainst existing
and future competitors that may make it difficult to maintain
or increase our market share and revenues.

The markets for our services are intensely competitive, and
we expect competition to increase in the future. For infor-
mation regarding the rmarkets in which we compete, see
“Business — Competition.” Many of our current and potential
competitors, such as major telecommunications, equipment,
software and application service providers, have longer oper-
ating histories, greater name recognition, more robust service
offerings, more comprehensive support organizations, larger
customer bases and substantially greater financial, personnel,
marketing, engineering, technical and other resources than
we do. As a result, our competitors may be able to respond
more quickly than we can to new or emerging technologies
and changes in customer demands. They may also be able to
devote greater resources than we can to the development,
promotion and sale of their products and services. We believe
that our current competitors are likely to expand their service
offerings and new competitors are likely to enter our markets.
Some of our existing and potential competitors may enter into
or expand their positions in the markets in which we compete
through acquisitions, strategic alliances and the development of
integrated service offerings. For example, West has acquired
Televox Software and CenterPost Cemmunications in the auto-
mated notifications space, as well as several conferencing
services providers, including Raindance Communications, Inc.,
InterCall, ConferenceCall.com, ECI Conference Call Services,
LLC and Sprint Nextet Corporation’s conferencing division

and recently announced that it will seek to acquire Genesys.
Cisco Systems acquired WebEx Communications to augment
its premises-based conferencing offerings, and Microsoft
acquired PlaceWare, Inc, and integrated PlaceWare's services
into its suite of Office series of applications, Also, we compete
with companies with whom we have distribution relationships
or with whom we resell certain of their services. Increased
competition could result in price pressure on our products
and services and a decrease in our market share in the vari-
ous markets in which we compete, either of which could
hinder our ability to grow our revenues.
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Technological changes and the development of alternatives
to our services may cause v s to lose customers and market
share and may hinder our a hility to maintain or grow

our revenues,

The market for our services i ; characterized by rapid technolog-
ical change, frequent new sirvice introductions and evolving
industry standards. We exps ct new services and enhance-
ments to existing services t+ be developed and introduced
that will compete with our s :rvices. Technological advances
may result in the developmi nt and commercial availability of
alternatives to or new meth 1ds of delivering our services and
pricing options that could be more attractive to our customers.
These developments could -ause our existing services to
become obsolete, result in « ignificant pricing pressure on
our services or allow our ex sting and potential customers

to meet their own business :ommunications needs without
using our services. For exariple, if customers more rapidly
adopt |P-based conferencin § services or IP-based PBX sys-
tems, our results of operatiins could be adversely affected,
Because we do not typically have long-term or exclusive
contractual agreements wit 1 our customers, and many of
our larger enterprise custor iers allocate their business
among several providers, ar 7 of these developments could
result in significant customar loss.

We must continually introdi ce new services and enhance-

ments to existing services i 1 response to technological

changes, evolving industry ;tandards and customer demands.

However, our new services ind enhancements may not be as

successful as our competite rs' solutions. We will not be able

to gain market share and in :rease our revenues if we are

unable to develop new sen ices, or if we experience delays

in the introduction of new s xrvices. Our ability to success-

fully develop and market n¢ w services and enhancements

that respond to technologic al changes, evolving industry

standards or customer demr ands, is dependent on our

ability to:

o foresee changes in indu itry standards;

¢ anticipate and apply ads ances in technologies;

o enhance our software, & splications, equipment, systems
and networks; and

o attract and retain qualifir d and creative technical personnel.

We are subject to pricing p -essures for our services which
could cause us to lose mar tet share and decrease revenues
and profitability.

We compete for customers based on several factors, includ-
ing price. A decrease in the rates charged for services by our
competitors could cause u: to reduce the rates we charge for
our services. If we cannot ¢ ympete based on price, we may
lose market share. If we ret uce our rates without increasing
our volume or our market < 1are, our revenues could decrease.
For example, in the past th ee years, increased competition
and decreased demand for our legacy broadcast fax services
resulted in a decrease in re senue from these services. We
expect revenue from broad :ast fax services to continue to
decline in the future. We h; ve also experienced declines in
the average selling price pt  minute of services across our
solutions sets, including w thin our Conferencing & Collabora-
tion Solutions. in some cas 2s, our competitors may offer their
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services at r:duced rates or free on a trial basis in order to win
customers. In addition, telecommunications service providers
may have lo ver telephany costs as a result of their ownership
of the underlying telecommunications network and can offer
services similar to ours at reduced rates as aresult. Due to
competitive factors and the rapidly changing marketplace for
our services, we have reduced our pricing in certain circum-
stances and expect we may be required to further reduce our
pricing in th : future. Further, if we reduce our rates and our
costs of pro iding our services do not decrease proportion-
ately, or if th ey increase, this could have a material adverse
effect on qu - results of operations.

RISKS RELZTING TO OUR BUSINESS

Our future success depends on market acceptance of our
new services.

Market acce ptance of our new services often requires that
individuals .ind enterprises accept new ways of communicat-
ing and exchianging information. Our growth depends on the
successful ¢ evelopment and introduction of new services
and enhanc :ments to our existing services. For example, in
April 2007, ve launched our portal, PGiConnect.com, which
we believe \vill open a new sales channel for us by bringing
all of our so.utions online and will assist in our objective

to improve 1ur revenue grawth. A failure to achieve broad
market acce ptance of or a decline in the demand for our new
services or hortal could hinder our ability to maintain and
increase ou - revenues. We believe that broad market accept-
ance of our new services and portal will depend on several
factors, incl 1ding:

o gase of use;

° price;

o reliabilit ;

accessitility to our services;

quality ¢ f service;

system ¢ ecurity;

product ‘unctionality; and

the effec tiveness of our strategic marketing and sales
efforts and distribution relationships.
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If we do nof meet these challenges, our new services may
not achieve broad market acceptance or market acceptance
may not ocur quickly enough to justify our investment in
these services,

Ifwe canno! successfully integrate new technologies, services
and systen s, we may not generafe sufficient revenues and
operationa' synergies may not develop.

We continu ausly integrate new technologies, service offer-
ings and systems. We have experienced and may continue

to experien:e difficuity integrating new technologies into
our networ (. For example, we experienced delays in our
testing of aur SIP-based voice/fax boards that we intended
to launch ir the first quarter of 2006 which was delayed until
the second quarter. These delays resulted from the board
manufacturers’ inability to support this service in the time
periods we initially anticipated. If we cannot successfully
integrate n :w technologies, services and systams, we may
not genera e sufficient revenues and operational synergies
may not de selop.




Concerns regarding security of transactions and transmit-
ting confidential information over the Internet and pubtic
networks may have an adverse impact on the use of our
web-enabled services.

We must securely receive and transmit confidential informa-
tion for our customers over the internet and public networks.
Concerns regarding the security of confidential information
transmitted over the Internet and public networks may pre-
vent customers from using our web-bzsed services. Despite
the measures we have taken, our infrastructure is potentially
vulnerable to physical or electronic break-ins, viruses or simi-
lar problems. If a person circumvents our security measures,
he or she could misappropriate proprietary information or
cause interruption in our operations. Security breaches that
result in access to confidential information could damage
our reputation and expose us to a risk of loss or liability. We
may be required to make significant investments in efforts to
protect against and remedy these types of security breaches.
As electronic commerce becomes more widespread, our
customers will become more concerned about security. In
addition, some of our customers are subject to varying
degrees of government regulation, particularly in the insur-
ance and financial services industries. Increased interest in
data privacy protections and information security obligations
tould impose additional regulatory pressures on our cus-
tomers’ businesses and indirectly, on our operations. If we
are unable to adequatety address these concerns, our busi-
ness and results of operations could suffer.

Technological obsolescence of our equipment could result in
substantial capital expenditures.

Technological advances may result in the development of new
equipment and changing industry standards, which could
cause our equipment to become obsolete. These events could
require us to invest significant capital in upgrading or replac-
ing our equipment. For example, we are continuing our efforts
to introduce IP-based equipment into our services and may
need to increase our numbet of iP-based ports and discon-
tinue use of some of our traditional tetecommunications-
based ports if adoption of VoIP is more rapid than expected.

If we fail to increase our network capacity to meet customer
demands, the quolity of our service offerings may suffer.

As network usage grows, we will need to add capacity to our
hardware, software and facilities with telecommunications
equipment that routes telephone calls. We continuously
attempt to predict growth in our network usage and add
capacity accardingly. If we do not accurately predict and
efficiently manage growth in our network usage, the quality
of our service offerings may suffer and we may lose customers.
for example, during 2007, we experienced challenges in keep-
ing up with capacity demands relating to our GlobalMeet®
service, particularly given a longer lead time in procuring
numbers from international carriers, In addition, we are con-
tinuing to upgrade our network infrastructure ta handle the
new data volumes associated with this VolP-based traffic,

Downtime in our network infrastructure could result in the
toss of significant customers and revenues.

We currently maintain facilities with telecommunications
equipment that routes telephone calls and computer tele-
phony equipment in locations throughout the world, The
delivery of our services is dependent, in part, upon our ability
to protect the equipment and data at our facilities against
damage that may be caused by fire, power loss, technical fail-
ures, unauthorized intrusion, natural disasters, sabotage and
other similar events. Despite taking a variety of precautions,
we have experienced downtime in our networks from time to
time due to service or network outages and periodic system
upgrades, and we may experience downtime in the future, For
example, in April 2007, our conferencing operations centers
were infected with a “zero day” virus that attacked our plat-
forms impacting some of our operator-assisted, automatic and
ancillary conferencing services. In addition, in October 2007,
some of our fax and voice services customers may have expe-
rienced job processing delays due to unforeseen issues with a
planned platform upgrade. We have implemented changes to
prevent this in the future, and we take substantial precautions
to protect ourselves and our customers from events that could
interrupt delivery of our services. These precautions include
physical security systems, uninterruptible power supplies,
on-site power generators, upgraded back-up hardware, fire
protection systems and other contingency plans. In addi-
tion, some of our networks are designed so that the data

an each network server is duplicated an a separate netwark
server. However, despite these precautions, service interrup-
tions could result in the loss of significant customers, which
could cause us to lgse revenues. We also maintain business
interruption insurance providing for aggregate coverage of
approximately $84.2 million per policy year. However, we may
not be able to maintain insurance for this risk in the future, or
it may not continue 1o be available at reasonable prices. Even
if we maintain insurance for this risk, it may not be sufficient
to compensate us for losses that we experience due to our
inability to provide services to our customers,

Interruption in third party services that we use could result
in service delays and disruptions and a loss of significant
customers and revenues.

Our ability to maintain and expand our business depends,

in part, on our ability to continue to obtain telecommunica-
tions, financial systems hosting services and web-based services
on favorable terms from traditional and IP-based long distance
telecommunications service providers, local exchange car-
riers, financial systems hosting providers and internet service
providers. We do not own a telecommunications or tP-based
network and host a significant portion of our financial systems.
As a result, we depend on a variety of third party providers for
traditional and |P-based telecommunications services, web
conferencing services, call origination and termination local
transmission, Internet access and financial systems. We have
experienced delays and disruptions in our services in the past
due to service interruptions from telecommunications service
providers. For example, we have experienced interruptions in
service as a result of our underlying carriers’ network outages
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and as a result of increased traffic volumes. If these service

providers were to become i1 solvent, it could temporarily inter-

rupt our ability to bilt our cu stomers, make payments to our
vendors and delay our abilil y to repart our financial results.
Any interruptions in the del very of our services could result
in a loss of significant custo mers and revenues.

Continued weakness in our legacy broadcast fax services
may negatively impact our ‘inancial performance.

We have experienced declir es in revenue from our legacy
broadcast fax services and (xpect continued declines in the
future. Qur future success i dependent in part upon our
ability to transition our bro: dcast fax customers to our newer
technologies, such as e-ma 1and voice delivery services. For
example, in order to genera e more predictable broadcast
fax revenue, we are continu ng our efforts to transition these
customers into minimum ¢¢ mmitment contracts or flat-rate
service plans. In addition, v e are alsc continuing to migrate
these customers to our new er technologies, such as e-mail.
While the rate of decline in evenue from these services has
slowed in recent quarters, \ re continue to expect continued
legacy broadcast fax servic s revenue declines in the future.

Our inability to efficiently 1 tilize or re-negotiate minimum
purchase requirements in « ur telecommunications supply
agreements or to avoid or 1 2cover telecommunications cost
increases could decrease ¢ ur profitability.

Our ability to maintain and :xpand our business depends,

in part, on our ability to cor tinue to obtain and/or purchase
telecommunications servic s on favorable terms from tele-
communications service providers. Agreements with some of
our telecommunications se vice providers contain minimum
purchase requirements thri ugh 200g. These commitments

total approximately $8.4 m ltion, with annual costs of approxi-

mately $7.6 million and $o0.3 million in 2008 and 2009,
respectively. In addition, ce tain circuits that we purchase are
subject to term requiremen s, including penalties for early
termination of such circuits The total amount of the minimum
purchase requirements in z 207 was approximately $16.8 mil-
lion, and we incurred telect mmunications costs in excess of
these minimums. It is poss 2le that other telecommunica-
tions suppliers may provid« similar services at lower prices,
and we may not be able to e-negotiate our current supply
agreements to achieve cor parable lower rates. In addition,
our telecommunications se vice providers may be subject

to federal, state, local and “ternational laws regulating the

provision of their telecomn unications services. Such telecom-

munications laws and regu ations could change in a manner
requiring our providers to i icur additional costs that may be
passed on to us as their cu stomer and thereby increase our
costs in purchasing such te ecommunications services, Such
additional costs may requit 2 us to increase the prices for our
services to our customers. Ne can give no assurance that we
will be able to utilize the m nimum amount of services that
we are required to purchas : under our telecommunications
supply agreements. Moreo rer, if we are unable to obtain and/
or purchase telecommunic itions services on favorable terms,
if we are required to purch: se more services than we are able
to utilize in the operation ¢° our business, or if we are not
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able to reco rer all or part of any increased costs resulting
from such re gulatory changes, the costs of providing our
services wo 1ld likely increase, which could decrease our prof-
itability and have a material adverse effect on our business,
financial condition and results of operations.

Our level of indebtedness may harm our financial condition
and results of operations.

We have inc Jrred a substantial amount of indebtedness under
our credit fzcility. As of December 31, 2007, we had approxi-
mately $26¢..7 million of outstanding debt under our credit
facility, with approximately $264.9 million in borrowings and
$1.8 million n letters of credit outstanding. In December 2007,
we increased our line of credit to $325.0 million, and, in
January zoc8, we further increased our line of credit to
$375.0 million, all under an accordion feature. From time

to time, we :nter into interest rate swaps exclusive of our
applicable riargin as stated in our credit facility. As of
December =1, 2007, we have two $100.0 mitlion interest rate
swaps, one of which is two years at a fixed rate of approxi-
mately 4.99 % plus applicable spread, and one of which is
three years with a fixed rate of approximately 4.745%.

Our level of indebtedness will have several important effects

on our futuie operations, including, without limitation:

o aportion of our cash flows from operations will be dedi-
cated to the payment of any interest or amortization
required with respect to outstanding indebtedness;

o increases in our outstanding indebtedness and leverage
will incre ase our vulnerability to adverse changes in
general aconomic and industry conditions, as well as
to comp :titive pressure;

o dependiig on the levels of our outstanding debt, our
ability tc obtain additional financing for working capital,
acquisitions, capital expenditures, general corporate and
other purposes may be limited;

o recent ¢l edit market events and the subsequent tightening
of the a ailability of capital both from financial institutions
and the jebt markets may have an adverse affect on our
ability t¢ access additional capital.

At the matu rity of our credit facility or in the event of an accel-
eration of tlie indebtedness under the credit facility following
an event of default, the entire outstanding principal amount
of the indel tedness under the facility, together with all other
amounts pi yable thereunder from time to time, will become
due and pa sable. It is possible that we may not have suffi-
cient funds to pay such obligations in full at maturity or upon
such accele ration. |f we default and are not able to pay any
such obligations due, our lenders have liens on substantially
all of our a: sets and could foreclose on our assets in order to
satisfy our abligations.

Our depemience on our subsidiaries for cash flow may nega-
tively affec! our business and our ability to meet our debt
service obligations.

We conduc substantially all of our business through our sub-
sidiaries. Our ability to pay amounts due under our indebted-
ness in the future will be dependent upon the ability of our
subsidiarie s to make cash distributions of earnings, loans o7
other paym ents to us based on their eamings and cash flows.




Our subsidiaries may net have sufficient funds or may not be
able to distribute sufficient funds to us to enable us to service
or repay such indebtedness.

Our financial performance could cause future write-downs
of goodwill or other intangible assets in future periods.

We adopted Statement of Financial Accounting Standards
(SFAS) No. 142, “Accounting for Goodwill and Other Intangible
Assets” (SFAS No. 142) effective January 1, 2002, With the
adoption of SFAS No. 142, we ceased amaortizing approxi-
mately $123.1 million of geodwill. In lieu of amortization, we
are required to perform an annual impairment review which
could result in impairment write-dewns to goodwilt and/or
other intangible assets. As of December 31, 2007, we had
$337.2 million of goodwill and $43.1 million of other intan-
gible assets reflected on our financial statements for which
amortization will continue.

We may be subject to assessment of income, state sales
and other taxes for which we have not accrued.

We have reserves for certain state sales tax contingencies
based on the likelihood of cbligation in accordance with
SFAS No. 5, “Accounting for Contingencies” (SFAS No. 5).
Historically, we have not cotlected and remitted state sales
tax from Conferencing & Collaboration Solutions customers.
We were audited by the Commonwealth of Massachusetts
Department of Revenue claiming that our audio conferenc-
ing services are subject to sales tax in Massachusetts. In
March 2006, we began assessing sales tax to our customers
in Massachusetts as a result of this audit. In July 2006, we
paid an initial payment of approximately $1.2 million to the
Commonwealth of Massachusetts Department of Revenue
for taxable years prior to 2605. Amounts associated with
2005 and early 2006 are still under review and have yet to be
settled. In March 2007, we were approiached by the State of
lllinois regarding the taxability of our conferencing services in
the state. In April 2007, we began assessing sales tax to our
customers in Itlinois. Returns were filed and approximately
%0.6 million was paid to the illinois Department of Revenue
for taxable periods prior to March 2007. Additional amounts
may be due as these returns are audited. More states may
claim that we are subject to an assessment of sales taxes.

As of December 31, 2007 and December 31, 2006, we had
reserved approximately $5.2 million and $4.3 million, respec-
tively, for certain state sales tax contingencies. This amount
is included in “Accrued taxes” on the face of the consolidated
balance sheets. We believe we are appropriately accrued for
these contingencies. in fanuary 2008, an outstanding audit
with the State of New York was agreed to and payment in the
amount of $1.5 million was made for outstanding telecommu-
nications excise taxes. In the event that actual results differ
from these reserves, we may need to make adjustments which
could materiaily impact our financiat condition and results of
operations. Historically, we have collecled and remitted sales
tax from our non-Conferencing & Collaboration Solutions cus-
tomers in applicable states. However, it is possible states may
disagree with our method of assessing and remitting these
state sales taxes.

If our quarteriy results do not meet the expectations of
public market analysts and investors, our stock price

may decrease.

Qur quarterly revenues are difficult to forecast because the
market for our services is rapidly evolving and our services
are primarily usage-based and event-driven historically with-
out subscription fees or minimum commitments. Qur expense
levels are based, in part, on our expectations as to future
revenues. If our revenue levels are below expectations, we
may be unable or unwilling to reduce expenses proportion-
ately, and our operating results would likely be adversely
affected. As a result, we believe that period-to-period com-
parisons of our results of operations are not necessarily
meaningful and should not be relied upon as indications of
future performance. it is likely that in some future quarter
our operating results may fail to meet the expectations of
public market analysts and investors. In this event, the
market price of our common stock will likely decline.

Our operating results have varied significantly in the past and
may vary significantly in the future. Specific factors that may
cause our future operating results to vary include:
¢ fluctuations in operating expenses;
o increased campetition and pricing pressure;
e the reliability and performance of our services;
e the timing of new service announcements;
o market acceptance of new and enhanced versions of
our services;
¢ changes in regulations and legislation that may affect the
competitive environment for our services; and
s general economic and seasonal factors.

Our stock has been volatile and we expect that it will

continue to be volatile.

Qur stock price has been volatile, and we expect it will

continue to be volatile. For example, during the year ended

December 31, 2007, the closing price of our commaon stock

ranged from a high of $16.69 to a low of $8.50. The volatility

of our stock price can be due to factors such as:

e fluctuating operating results;

° announcements by us or our competitors of significant
technological innovations, contracts, acquisitions,
strategic partnerships, joint ventures or capital commit-
ments; and

¢ changes in security analysts' estimates of our performance
or our failure to meet analysts’ expectations.

Many of these factors are beyond our control. In addition,
broad market and industry factors may negatively impact our
stock price, regardless of our operating performance.

The performance of our business depends on attracting and
retaining qualified key personnel.

Our performance depends on attracting and retaining key
personnel, including executive, sales and marketing person-
nel and customer support, product development and other
technical personnel. Failure to do so could have a materiat
adverse effect on the performance of our business and the
results of our operations.
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Our articles and bylaws an | Georgia corporate law may
inhibit a takeover which mu 'y not be in the best interests

of our shareholders.

There are several provision: in our articles and bylaws and
under Georgia corporate la/ that may inhibit a takeover, even
when a takeover may be in he interests of our shareholders.
For example, our board of ¢ rectors is empowered to issue
preferred stock without she reholder action. The existence of
this “blank-check” preferre | stock could render more difficult
or discourage an attempt tc obtain control of us by means of
a tender offer, merger, prox / contest or otherwise, We are also
subject to provisions of the Georgia corporate law that relate
to business combinations v ith interested shareholders, which
can serve to inhibit a takeo rer. In addition to considering the
effects of any action on us . nd our shareholders, our articles
permit our board to consids r the interests of various constitu-
encies, including employee 5, customers, suppliers, creditors,
communities in which we n aintain offices or operations and
other factors which they de 2m pertinent, in carrying out and
discharging their duties an | responsibilities and in determin-
ing what is believed to be i 1 our best interests.

RISKS RELATED TO ACQULLHTIONS

We face risks in connectior with completed or potential

acquisitions.

Our growth has been enhar ced through acquisitions of

businesses, products and 1 :chnologies that we believe will

complement our business. Ne regularly evaluate acquisition

opportunities, frequently e 1gage in acquisition discussions,

conduct due diligence acti ities in connection with possible

acquisitions, and, where aj propriate, engage in acquisition

negotiations. We may not t e able to successfully identify suit-

able acquisition candidate , complete acquisitions, integrate

acquired operations into o Ir existing operations or expand

into new markets. In additi »n, we compete for acquisitions

and expansion opportuniti :s with companies that have

substantially greater resol rces, and competition with these

companies for acquisition argets could resultin increased

prices for possibte targets. Acquisitions alsc involve numer-

ous additional risks to us z nd our investors, including:

o risk in retaining acquire 1 management and employees;

o difficulties in the assim lation of the operations, services
and personnel of the a¢ Juired company;

o diversion of our manag 'ment’s attention from other
business concerns;

o assumption of known ai d unknown or contingent liabilities;

o adverse financial impac : from the amortization of expenses
related to intangible as sets;

¢ incurrence of indebtedr ess;

o potential adverse finan :ial impact from failure of acquisi-
tions to meet internal rvenue and earnings expectations;

o entry into markets in w 1ich we have little or no direct prior
experience; and

o potentially dilutive isst ances of equity securities.
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If we fail to idequately manage these acquisition risks, the
acquisition: may not result in revenue growth, operational
synergies o service or technology enhancements, which
could adver sely affect our financial results. For example, we
have compl :ted the integrations of 10 acquired companies
since Janua y 1, 2005 and, in certain instances, we experi-
enced delays in obtaining cost savings and increases in past
due receiva sles due to delays in integrations and technology
enhanceme its required of our infrastructure. Acquisitions
yet to be fu ly integrated in accordance with our plans are
eNunciate { orporation, Budget Conferencing and Meet24
due to the complexities related to technology integration
and the rec'nt nature of such acquisitions.

RISKS RELATED TO INTELLECTUAL PROPERTY

We may no be able to protect our proprietary technology
and intelle tugl property rights, which could result in the
loss of our -ights or increased costs.

We rely pririarily on a combination of intellectual property
laws and cc ntractual provisions to protect our proprietary
rights and t2chnology, brands and marks. These laws and
contractual provisions provide only limited protection of our
proprietary rights and technology. If we are not able to protect
our intellec :ual property and our proprietary rights and tech-
notogy, we :ould lose those rights and incur substantiat costs
policing an | defending those rights. Our means of protecting
our intellec-ual property, proprietary rights and technology
may not be adequate, and our competitors may indepen-
dently deve lop similar or competitive technologies. In addi-
tion, the la'vs of some foreign countries do not protect our
proprietary rights to as great an extent as the laws of the U.5.

If claims alleging patent, copyright or trademark infringe-
ment are b-ought against us and successfully prosecuted
against us, they could result in substantiol costs.

Many patents, copyrights and trademarks have been issued
in the general areas of information services, telecommunica-
tions, comy uter telephony and the Internet. From time to time,
in the ordir ary course of our business, we have received and
expect to continue to receive notices, or be subject to third
party claitr s or proceedings, alleging that our current ot
future proc ucts or services infringe the patent, copyright

or trademark rights or other intellectual property rights of
third parties. For example, in August 2006, a lawsuit was filed
by Ronald .\. Katz Technology Licensing, L.P. against three
conferenci ig service providers, including us, alleging patent
infringeme 1t relating to our automated conferencing services.
The compl: int seeks unspecified monetary damages, together
with pre- a1d post-judgment interest, treble damages for
what is allrged to be willful infringement, attorneys’ fees and
costs and injunctive relief. In addition, certain of our former
Voicecom husiness segment customers have alleged that

we are obl gated to indemnify them against patent infringe-
ment clai s made by Katz against such customers, We do
not believe that we have an obligation to indemnify such
customers However, due to the inherent uncertainties of
litigation, 've are unable to predict the outcome of this
matter or other infringement proceedings or claims, and

an adverse outcome could have a material effect on our
business, 'inancial condition and results of aperations.




We ultimately may not prevail on any such claims and any

claiming parties may have significantly greater resources

than we have to pursue litigation of these types of claims,

Any infringement claim, whether with or without merit, could:

o be time consuming and a diversion to management;

o result in costly litigation;

o cause delays in introducing new services or enhance-
ments; and

o result in costly royalty or licensing agreements.

If a successful claim is made against us and we fail to develop
non-infringing technology, our business, financial condition
and results of operations coutd be materially adversely affected.

RISKS RELATED TQ GOVERNMENT REGULATION

Regulatory and legislative changes may discourage certain
customers from using some of our services and could
adversely impact our results of operations.

Regulatory and legislative changes have imposed additional
restrictions that may impact our business. Such changes
include the passage of federal legislation and rules and
regulations relating to unsolicited fax advertising, telemar-
keting and unsolicited commercial e-mail. The TCPA and
associated rules promulgated by the FCC prohibit the send-
ing of unsolicited fax advertisements and proscribe certain
telemarketing practices. Other federal laws implemented by
the FTC also substantially regulate telemarketing, including
the establishment of a nationwide “do not call” registry for
residentiat and wireless telephone numbers. The Can Spam
law places certain requirements on senders of commercial
e-mail, including requiring senders te honor apt-out requests
and banning false and deceptive headers and subject lines.
In addition to federal laws and regulations, there are numer-
ous state laws and regulations governing such activities.
Forinstance, certain states regulate or restrict pre-recorded
telemarketing and other messages, and certain states may
restrict or make political calls subject to do not call and other
requirements, although such calls are exempt from the federal
do not call requirements. Compliance with applicable laws
and regulations could have an adverse impact on the volume
of fax, voice and e-mail messages sent utilizing our platforms.
For example, aithough Congress amended the TCPA by passing
the JFPA to expressly permit the faxing of advertisements to
entities and persons that have an EBR with a sender provided
certain conditions are met, Congress also imposed new notice
language for fax advertisements and mandated an opt-out
mechanism. Despite the passage of the JFPA, new notice
requirements and any future time limits on the EBR exemption
may discourage use by some of our broadcast fax customers
and could adversely impact our revenues, In addition, if ulti-
mately adopted, the FTC's proposed restriction on pre-
recorded telemarketing calls, except in instances of prior
express consent, could also impact customer use of our
broadcast voice services to the extent a customer sought

to use these services for marketing messages, distinet from
informational or transactional messages. We could, neverthe-
less, be subject to litigation, fines, losses or other penalties
under such laws and regulations,

Government regulations in the U.S. and internationally and
the legal uncertainties related to the Internet and electronic
communications may adversely affect the demand for our
services and place financial burdens on our business related
to compliance.

Our operations are, and may be, subject to laws and regula-
tions in the U.S. and internationally regulating the unsolicited
transmission of fax communications, telemarketing and e-mail
laws and regulations. We monitor such laws and regulations,
have compliance policies in place and our service agree-
ments with customers state that customers are responsible
for their compliance with all applicable laws and regulations.
We could, nevertheless, be subject to litigation concerning
our compliance and our customers’ compliance with these
laws and regulations, as well as governmental enforcement
actions, regulatory fines and penalties. For example, in 2007,
we were named as a co-defendant in a purported class action
alleging that our customer, Quizno’s, sent unsolicited fax
advertisements in violation of the TCPA.

New laws and regulations directed specifically at electronic
commerce and the Internet may be adopted at the inter-
national, federal and state levels. These laws and regulations
may cover issues such as collection and use of data from
web sites, privacy, e-mail, network and information security,
“spamming,” pricing, content, copyrights and other intellec-
tual property, VolP, changes in telecommunications regula-
tions, online gambling and distribution and quality of goods
and services. The enactment of any additional laws or regula-
tions may impede the growth of our web-enabled products
and services and place additional financial burdens on our
business in order to comply with new laws and regulations.

We may become subject to various government regulations
applicable to traditional telecommunications service pro-
viders, which could impair our ability to deliver our services
and adversely impact our results of operations.

Our business is affected by regulatory decisions, trends

and policies made by international, federal and state tele-
communications regulatory agencies, including the FCC and
state public service commissions. We do not believe that our
enhanced information services are subject to the same regu-
lations as those applicable to traditional telecommunica-
tions service providers in the U.S. However, it is possible that
regulatory authorities may take a different pasition and may
seek to require us to submit to traditional telecommunica-
tions carrier regulation under the Communications Act of 1934,
as amended, and various state laws as a provider of tele-
communications services. We have received, and certain
companies that we acquired had received, letters from the
Investigations and Hearing Division of the FCC's Enforcement
Bureau regarding registration, filing and regulatory surcharge
remittance requirements applicable to traditional telephone
companies. In each case, we have responded to the FCC's
inquiries. In addition, certain of our competitors have received
such letters and/or are involved in investigations before the
FCC or USAC regarding registration, filing and surcharge remit-
tance requirements, and we could be adversely affected by
the outcome of such investigations. In the course of one such
investigation on January 15, 2008, USAC issued a decision
finding that the audio bridging services of interCail are toll
teleconferencing services, requiring InterCall 1o comply
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with the FCC’s registration, filing and regulatory surcharge
remittance requirements a Jplicable to traditional tetephone
companies an a prospecti e and retroactive basis. InterCall
has appealed the LSAC de :ision to the FCC and has sought

a stay of the USAC decisio 1. The FCC, in turn, has issued

a public notice seeking cor1ments regarding InterCall’s
submissions, Although we use reasonable efforts to monitor
applicable regulatory requ rements, if we fail to comply with
any applicable governmen: regulations or if we were required
ta submit to the jurisdictic 1 of such government authorities
as providers of traditional :elecommunications services in
the same manner as desct bed in USAC's decision regarding
InterCali, we could be tem orarily prohibited from providing
portions of aur services, ¢ yuld have to restructure portions
of our services, could becc me subject to reporting and com-
pliance obligations on bot 1 a prospective and retroactive
basis and/or could be sub ect to litigation, fines, forfeitures,
regulatory surcharge remi tance requirements (on both a pro-
spective and retroactive b 1sis) or other penalties arising from
any noncompliance. Subije cting our services to these regula-
tions would increase our ¢ perating costs and could have a
material adverse affect on our business, financial condition
and results of operations.

RISKS RELATED TO INTER NATIONAL OPERATIONS
AND EXPANSION

There are risks inherent i.1 international operations that

could hinder our internati snal growth strategy.

Our ability to achieve futu e success will depend in part on

the expansion of our inter 1ational operations. For example,

we recently opened a brai ch office in India. There are difficul-
ties and risks inherent in ¢ oing business on an international
level that could prevent u: from selling our services in other
countries or hinder our ex Jansion once we have established
international operations, acluding, among other things,

the following:

o burdensome reguiator + requirements and unexpected
changes in these requi -ements;

o export restrictions anc controls relating to technology;

o data privacy laws that nay apply to the transmission of
our customers’ data tc the U.S.;

= tariffs and other trade arriers;

o difficulties in staffing ai ¢ managing international operations;

o localization of our sen ices, including translation into
foreign languages and associated expenses;

o accounting (including nanaging internal control over
financial reparting in cur non-U.5. subsidiaries), tax and
legal complexities aris ng from international operations;

o longer accounts receiv able payment cycles and collection
difficulties;

o political and economic instability;

< fluctuations in currenc y exchange rates;

e potential difficulties ir transferring funds generated over-
seas to the U.S. in a tz < efficient manner;

o seasonal reductions ir business activity during the sum-
mer months in Europe and other parts of the world; and

o potentially adverse ta: consequences.

14 PREMIERE GLOBAL SEI VICES

We could ¢ xperience losses from fluctuations in currency
exchange ates.

We conduc- business in 23 countries with approximately 36.6%
of our opelating expenses and approximately 40.0% of our
consolidat :d net revenues derived in foreign currencies.
Accordingl', we could experience material losses in revenues
and earninzs due to fluctuations in foreign currencies. We
have not e iperienced any material losses in earnings from
fluctuatior s in currency exchange rates, but we could in

the future. We typically denominate foreign transactions in
foreign currency and have not regularly engaged in hedging
transactions, although we may engage in hedging trans- *
actions from time to time in the future,

[ 0} 20 943, UDRESOED ST US|

None.

] 70 2 CREFERVIES ]

Our currer t corporate headguarters occupy an aggregate of
approximetely 47,000 square feet of office space in Atlanta,
Georgia ur der leases through two of our subsidiaries which
are guarar teed by us and which will expire in August 2014.
We occupy additional space of approximately 45,000 square
feet in Tinton Falls, New |ersey under a lease expiring in May
2016, appl oximately 94,000 square feet in Colorado Springs,
Colorade under a lease expiring in August 2010 and approxi-
mately 46 000 square feet of office space in Lenexa, Kansas
under a le 15e expiring in August 2009.

We also lease various server equipment and sales offices
within anc outside the U.5. We believe that our current facili-
ties and o fice space are sufficient to meet our present needs
and do no: anticipate any difficulty securing additional space,
as needec, on terms acceptable to us.

[ [ e 5 LA PREERINGS ]

We have several litigation matters pending, including matters
described below, which we are defending vigorously. Due to
the inherent uncertainties of the litigation process and the
judicial system, we are unable to predict the outcome of such
litigation 1natters, If the outcome of one or more of such mat-
ters is ach erse to us, it could have a material adverse effect
on our bu siness, financial condition and results of operations.

On Augus : 21, 2006, a lawsuit was filed in the U.S, District
Court for the Eastern District of Texas by Ronald A. Katz
Technology Licensing, L.P. against three conferencing service
providers including us, alleging that the defandants’ “auto-
mated tel :phone conferencing systems that enable [their]
customer.; to perform multiple-party meetings and various
other fun: tions over the telephone™ infringe six of plaintiff’s




patents. The complaint seeks undisclosed monetary damages,
together with pre- and post-judgment interest, treble dam-
ages for what is alleged to be willful infringement, attorneys’
fees and costs and injunctive relief. On October 16, 2006, we
filed our answer, affirmative defenses and counterclaim to
the complaint, including seeking declaratory judgment of
noninfringement, invalidity and unenforceability and attor-
neys’ fees and costs. On January 25, 2007, plaintiff amended
its complaint to also add our subsidiary, American Telecon-
ferencing Services, Ltd., as a party. On March 20, 2007, a
multidistrict litigation panel granted a motion to consolidate
25 pending infringement suits, including our suit, brought
by Katz against various defendants to the District Court in
California. Discovery is ongoing.

On May 18, 2007, Gibson & Co. Ins. Brokers, Inc. served an
amended complaint upon us and our subsidiary, Xpedite, in

a purported class action entitled, Gibson & Co. Ins. Brokers,
inc., et al. v. The Quizno’s Corporation, et al., pending in

U.S. District Court for the Central District of California. The
underlying complaint alleges that Quizng's sent unsolicited
fax advertisements on or about Noevember 1, 2005 in violation
of the federal Telephone Consumer Protection Act of 1991, as
amended, and seeks damages of $1,500 per fax for alleged
willful conduct in sending of the faxes. On June 26, 2007,

we answered the plaintiff’s amended complaint, including
asserting cross-claims against the Quizno’s defendants. On
June 29, 2007, the Quizno’s defendants filed their answer and
asserted cross-claims against us. On July 31, 2007, the court
entered an order in which it granted certain Quizno's defen-
dants’ motion to dismiss and denied the motion with respect
to other Quizno’s entities. On September 7, 2007, plaintiff
proceeded to file another amended complaint against the
Quizno's defendants, Growth Partners {Quizno’s consultant),

and us. On September 21, 2007, we filed our answer and affir-
mative defenses. Certain Quizno’s defendants filed a motion to
dismiss, which was denied by the Court on December 7, 2007.
Subsequently, we filed cross-claims against the other defen-
dants and the Quizna's defendants filed cross-claims against
us. The case is currently in discovery, and no class has yet
been certified. We have asserted indemnity rights against our
customer Quizno's, a defendant in this case, and insurance
coverage against our insurer. Qur insurer has agreed to partici-
pate in our defense in connection with the plaintiff’s claims
against us, subject to certain reservations of rights and the
terms of the policy, including policy limits and deductibles.
On February 12 - 13, 2008, the parties engaged in mediation.
The parties have reached a global setttement in principle that
should resolve all claims and cross-claims and have filed a
stipulation with the court informing the court and extend-

ing the various deadlines. The settlement is subject to final
documentation by the parties and approval by the court, Qur
financial contribution to the settlement will be well below the
limits of our insurance policy.

We are also involved in various other legat proceedings which
we do not believe will have a material adverse effect upon
our business, financial condition or results of operations,
although no assurance can be given as to the ultimate out-
come of any such proceedings.

LEMIZSSUB MISSIONIO IMARTERSITO)
AVILE QF SR RELDERS

No matter was submitted to a vote of our security holders dur-
ing the fourth quarter of the fiscal year covered by this report.
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OQur common stock, $.01 p. rvalue per share, is listed on the

New York Stock Exchange - inder the symbol “PGL.” The follow-
ing table sets forth the higi and low closing sales prices of our
common stock as reported + n the NYSE for the periods indicated.

The ¢losing price of our common stock as reported on the NYSE
on February 22, 2008 was $12.97. As of February 22, 2008
there were 483 record holders of our common stock.

We have nvwver paid cash dividends on our commen stock, and
the current policy of our board of directors is to retain any avail-
able earnir gs for use in the operation and expansion of our
business. The payment of cash dividends on our common stock
is unlikely n the foreseeable future. Any future determination
to pay cast dividends will be at the discretion of our board
and will desend upon our earnings, capital requirements,

2007 HIGH LOW . .
financial c¢ ndition and any other factors deemed relevant
Fourth Quarter 5$16.69 $12.15 by our boa d
Third Quarter 13.50 10.50 )
Second Quarter 13.40 11.05 0 di . hibiti
First Quarter $11.25 S 8.50 u.r‘cre it ngreement contajnls customary prohibitions on our.
ability to di:clare any cash dividends on our common stock until
2006 HIGH LOW . . . . o pe
all obligati sns under the line of credit are paid in full and all
;?1[‘2’:1(1”1"9' $ g'g‘g 5 ?'?g letters of ¢ edit have been terminated. See Item 7. “Manage-
frd Suarter ' ’ ment’s Disi.ussion and Analysis of Financial Condition and
Second Quarter 8.09 7.28 Results of 1) tions” in thi | t
First Quarter $ 9.2 $ 7.98 esults of 1)perations” in this annual report.
ISSUER PURCHASES OF E JUITY SECURITIES
TOTAL NUMBER OF SHARES MAX [MUM NUMBER OF
TOTAL NUMBER AVER GE PURCHASED AS PART OF SHARES THAT MAY YET BE
OF SHARES PRICE (AID PUBLICLY ANNOUNCED PURCHASED UNDER THE
PERIOD PURCHASED PER St ARE PLANS OR PROGRAMS PLANS OR PROGRAMS
October 1-31, 2007 - - - 5,365,500
MNovember 1-30, 2007 111,700 $13.57 111,700 5,253,800
December 1-31, 2007 478,300 $13.37 478,300 4,775,500
Total 590,000 $13.59 590,000 4,775,500

In 2007, we completed a svf-tender offer pursuant to which
we repurchased and retire:| approximately .7 million shares
of our common stock. In Ju 1e 2006, our board of directors
authorized, and we annout ced, a new stock repurchase pro-
gram under which we coul! purchase up te 7.0 million shares
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of our com non stock. In that same month, we had reached
our Board- wuthorized limit of 5.4 million shares from our prior
stock repu chase program, which had been approved by our
board in M 1y 2000, as amended and increased in January
2003. See Jote 2 to our consclidated financial statements.




STOCK PERFORMANCE GRAPH were prepared by the Research Data Group, Inc. The stock
price performance in this graph is not necessarily indicative
of the future performance of our common stock.

We previously used a peer group which had been selecied
in good faith by us and included the following publicly
traded companies: ACT Teleconferencing, Critical Path, Inc.,
Docucorp International, Inc,, EasyLink Services Corporation,
Genesys SA, 12 Global Communications, Inc, and WebEx $350
Communications, Inc.

All but one of our 2007 peer group companies ceased to be a $300
public company last year because they were acquired, went

private or were delisted from the national exchange that they

had been trading on. Because we are unaware of any single $250
competitor that provides all of the services that we deliver, we
believe that using a published industry index for comparing
shareholder return, such as the S&P oo Software & Services
Index, provides a better reference point for investors when
evaluating our stock performance. $150

The following graph shows the cumulative total shareholder

return on our common stock, the Standard & Poor's 500 $100
Composite Stock Price Index, the S&P 500 Software & Services
Index and our 2007 peer group for the period beginning $ 50
December 31, 2002 and ending December 31, 2007 or until our
2007 peer group company's common stock was no longer $ o

1 1 L 1 L 1

publicly traded. The graph assumes an investment in our com-
mon stock, the S&P 500, the S&P 500 Software & Services index
and our 2007 peer group of $100 on December 31, 2002, and

12f02 12/03 12fo04  12/0% 12/06 12/07

that all dividends were reinvested. Total return calculations —@— Premiere Global —0O— S5&Ps00 )
Services, Inc. Software & Services
—{1— S5&Ps500 ---- PeerGroup

12;’31;'_62_ ) 12/31/03 12/31-,"011 12/31/05 12/31/06 12/31/07

Premiere Global Services, Inc. 100.00 200.23 243.41 184.77 214.55 337.50
S&P 500 100.00 128.68 142.69 149.70 173.34 182.87
S&P 500 Software & Services Index 100.00 122.90 136.38 134.53 145.87 172.38
Peer Group 100.00  161.77 19272 197.41 _ 280.49 260.43

This performance graph shall not be deemed “filed” for
purposes of Section 18 of the Securities Exchange Act of
1934, as amended (Exchange Act), or incorporated by refer-
ence into any of our filings under the Securities Act of 1933,
as amended, or the Exchange Act, except as shall be expressly
set forth by specific reference in such filing.
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The following selected consolidated statement of operations data, balance sh :ets data and cash flow data as of and for the years
ended December 31, 2007 2006, 2005, 2004 and 2003 have been derived froin our audited consolidated financial statements.
The selected consolidated financial data should be read in conjunction with Item 7. “Management’s Discussion and Analysis

of Financial Condition and Results of Operations” and our consolidated financ al statements and the notes hereto in item 8.
“Financial Statements and Supplementary Data” included in this annual repor ..

Year Ended December 31, (in thou ands, except per share data) 2007 2006 2005 2004 2003
STATEMENT OF OPERATIONS DATA:
Net revenues $559,705  $496,472 $497.473 $449371  $381,280
Operating income 61,545 46,370 75.279 71,394 37,199

Income from continuing ope -ations
attributable to common ar d common
equivatent shares for:
- basic income per share 33,355 25,509 48,686 40,685 26,913
- diluted income per share 33,355 25,509 48,686 42,071 27,886
Income from continuing ope -ations per
common and common eqt ivalent shares for:

- basic® $§ 053 $ 037 % 069 % 063 $ 0.50

~diluted™ $ 052 $ 037 % 067 % 058 $ 045
(Loss) gain from discontinue d operations - - (1,269 1,195 (976)
Net income attributable to ¢ ymmon and

commuon equivalent share for:

- basic net income per sh: re 33,355 25,509 47,417 41,680 25,937

- diluted net income per s 1are 33,355 25,509 47,417 43,266 26,910
Net income per common ani common

equivalent shares for:

~ basic® $ 053 § 037 3% 067 % 0.65 % 048

—diluted® $ 052 % 037 % 066 % 060 $ 044
Shares used in computing it come from

continuing operations anc net income per

common and common eql ivalent shares for:

- basic 62,654 68,933 70,392 64,086 53,767

- diluted 63,940 69,787 72,366 72,280 61,301

BALANCE SHEETS DATA (AT F ERIOD END):
Cash, equivalents and mark :table securities 518259 § 18977 % 20,508 $ 26,458 § 24,521
Working capital 21,663 30,169 32,201 27,062 8,626
Total assets 624,087 549,315 495,290 435,476 339,297
Total debt 269,481 138,782 100,474 68,184 105,000
Total shareholders’ equity 242,207 316,291 303,750 266,930 133,718
STATEMENT OF CASH FLOWE DATA:

Cash provided by (used in) « perating activities from:

Continuing operations 91,587 74,147 92,582 84,576 59,834

Discontinued operations - Voicecom (650) (987) (2,025) (2,081) -

Total $ 90937 $ 73,160 $ 90,557 § B2495 $ 59,834
Cash (used in) investing act vities $(94,050) $(80,966) $(107,640) $(111,118) $ (41,860)
Cash provided by (used in) { nancing activities $ 1961 $ 5712 $ 15447 $ 30481 $(62,573)

@ Bagic net income per share is comy ated using the weighted-average number of shares of common stock oL tstanding during the period. Diluted net income per share is computed
using the weighted-average numb rof shares of common stock and dilutive common stock equivatents ot tstanding during the period from convertible subardinated notes
(using the if-converted method), w irrants, unvested restricted stock and from stock options {using the tre asury stock method}. Net income available to common shareholers was
adjusted for the interest expense r lated to our convertible notes prior to conversion.
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Qur results of operations include net revenues angd associated
costs for all acquisitions as discussed in ltem 7. “Management’s

Discussion and Analysis of Financial Condition and Results of

Operations” from the effective date of each acquisition.

IEMIAMANAGEMENIRSICISGUSSIGNIAN DIANALYSISIOH

EINANGIAIRGOND I ONFAN DIRESUIMSIOHO BERATIONS

OVERVIEW

We are a global provider of applied communication technolo-
gies that help businesses automate and improve their business
processes. Qur PGICOS delivers multiple industry- and function-
specific business applications. We go to market on a global
basis in three segments in North America, Europe and Asia
with the following five solution sets: Conferencing & Collabo-
ration, Desktop Document Solutions, Enterprise Document
Solutions, Notifications & Reminders and eMarketing.

Key highlights of our financial and strategic accomplishments

for 2007 include:

e Grew consolidated net revenues by nearly 13% in 2007
compared to 2006;

® Grew cash flows provided by operating activities by greater
than 24% compared to 2006;

e Expanded our credit facility to $325.0 million to augment
our access to capital (which was further expanded to
$375.0 million in January 2008);

¢ Repurchased more than to million shares of our common
stock, or approximately 15% of our total shares outstand-
ing; and

e Launched our web portal, PGiConnect.com, to bring all of
our capabilities online.

Our primary corporate objectives in 2008 are focused on
continuing to enhance our customer and shareholder value,
which we believe will enhance the positive momentum we
have generated in our business.

Specifically, in the year ahead our planis to:

o Focus our sales efforts on selling additional PGICOS solu-
tions and applications into our existing base of customers;

o Introduce new PGiICOS business applications that meet
the specific needs of targeted industries and horizontal
job functions;

o Introduce new pricing options, including subscription and
license pricing options, that are more common with other
on-demand service providers; and

e Continue to enhance our web presence, including adding
greater functionality to our web portal at PGiConnect.com.

We also plan to improve our profitability by continuing to auto-
mate our internal processes and by focusing our development
efforts on continuing to enhance open access to our platform
and solutions and on more highly automated applications
that have shorter sales cycles and implementation times.

We believe our success against these objectives will enable
us 1o continue to increase our market share and to improve
shareholder value throughout the remainder of 2008,

The preparation of financial statements in conformity with
generally accepted accounting principles in the U.5. (GAAP)
requires us to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disctosure
of contingent assets and liabilities at the date of the financial
statements and reported amounts of net revenues and expenses
during the reporting period. Actual results could differ from
the estimates. See the section in this annual report entitled
“—Critical Accounting Policies.” The following discussion and
analysis provides information which we believe is relevant to
an assessment and understanding of our consolidated results
of operations and financial condition. This discussion should
be read in conjunction with our consalidated financial state-
ments contained herein and notes thereto.

RESULTS OF OPERATIONS

The following table presents the percentage relationship
of certain statements of operations line items 1o total net
revenues for our consolidated operating results for the
periods indicated:

‘Year Ended December 31, 2007 2006 2005
Net revenues 100.0% 100.0% 100.0%
Operating expenses
Cost of revenues (exclusive of
depreciation and amortization
shown separately below) 40.6 40.5 36.3
Selling and marketing 25.2 26.7 25.8
Generat and administrative
{exclusive of net legal
settlements shown
separatety below} 118 118 11.8
Research and development 2,5 2.4 2.2
Depreciation 5.4 4.9 5.0
Amortization 2.8 2.6 2.7
Restructuring costs 0.6 1.7 0.7
Asset impairments - - -
Net legal settlements and
related expenses 0.1 0.1 0.4
Totat operating expenses 89.0 90.7 84.9
Operating income 11.0 9.3 15.1
Other (expense) income
Interest expense (2.4) (1.8 (1.1)
Interest income 0.1 0.1 0.1
Qther, net 0.3 03 -
Total other (expense) income (2.0) (1.4) (1.0}
Income from continuing
operations before
income taxes 9.0 79 14.1
Income tax expense 3.0 2.8 4.3
Income from
continuing cperations 6.0% 5.1% 2.8%
Discontinued operations:
Loss from operations of Voicecom - - {0.4)
Income tax benefit - - 0.1)
Loss on discontinued operations - - {0.3)
Net income 6.0% 5.1% 9.5%
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The following table preser :s certain financial information
about our segments for th : periods presented (in millions),
with amortization expense and asset impairments allocated
to the appropriate geogra| hic segment:

Year Ended December 31, 2007 2006 2005

NET REVENUES:
Net revenues from
conhtinuing operations:

North America $356.7 $319.3 $321.4
Europe 103.3 93.0 99.1
Asia Pacific 99.7 84.2 77.0

$559.7 $496.5 $497.5

INCOME (LOSS):
Income (loss) from
continuing operations:

North America $ 233 $ 215 $ 418
Europe 5.3 0.7 23
Asia Pacific 4.8 4.7 4.6

$ 334 $ 255 $ 487

Loss from discontinued oper: tions:
North America — Voicecom - - (1.3)

Net income: S 33.4 $ 25.5 $ 47.4

Net revenues

Consolidated net revenue . from continuing operations were
$559.7 million in 2007, $4 6.5 million in 2006 and $497.5 mil-
lion in 2005. Consolidatec net revenues in 2007 increased
from the previous year by 12.7% and in 2006 decreased from
the previous year by 0.2% Net revenues increased in 2007
from the previous year pri narily as a result of arganic growth
in our Conferencing & Col aboration Solutions, the strength-
ening of various currencie ; to the U.S. dollar, our acquisitions
of the following Conferencing & Collaboration Solutions pro-
viders: eNunciate, EC Tele :onferencing Pty Ltd. (ECT), Budget
Conferencing inc. and Me: t24, the conferencing and web col-
laboration division of Net(.onnect Systems AS, our acquisition
of an E-Marketing Solutio 1s provider, Accucast, Inc., offset in
part by declines in broadc ast fax revenues. Strengthening of
various currencies to the 1.5, dollar resulted in increased rev-
enues in 2007 compared 13 2006 of approximately $10.6 mil-
lion. Cansolidated net rev :nues decreased in 2006 from the
previous year primarily as a result of declines in broadcast fax
revenue and declines in Co: ferencing & Collaboration Solutions
revenue from historically ur largest customer, offset in part
by organic growth in our ( onferencing & Collaboration Solu-
tions exctuding this one ¢ 1stomer, our acquisitions of the
following Conferencing & -ollabaration Solutions providers:
Citizens Communications Zompany’s conferencing services
business, [ntelligent Meelings Corporation, Netspoke, Inc.,
eNunciate and ECT, and o ir acquisition of Accucast.

North America net revenu 2 was 63.7%, 64.3%, and 64.6% of
consolidated net revenue : for 2007, 2006 and 2005, respec-
tively. North America net 1evenue was $356.7 million in 2007,
$319.3 million in 2006 an | $321.4 million in 2005. North
America net revenue in 2¢ o7 increased from the previous
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year by 11. 7% and, in 2006, decreased from the previous year
by 0.7%. North America net revenue increased in 2007 from
the previous year primarily as a result of organic growth in
our Confer 2ncing & Collaboration Selutions, our acquisitions
of eNunciate, Budget Conferencing and Accucast, Desktop
Document Solutions and strengthening of the Canadian dollar
to the U.S. dollar by approximately $o.4 million. This growth
was offset primarily by declines in our broadcast fax revenue.
North America net revenue decreased in 2006 from the previ-
ous year p imarily as a result of declines in our broadcast

fax revenu * and Conferencing & Collaboration Solutions
revenue from historically our largest customer, offset in part
by our acq isitions of Citizens Communications conferencing
services business, Intelligent Meetings, Netspoke, eNunciate
and Accucast and organic growth in our Conferencing &
Collaborat on Solutions excluding this one customer, and
Desktop D acument Solutions. Our Conferencing & Collabora-
tion Soluti ans revenue in North America was $269.6 million,
$219.5 mil ion and $203.3 million in 2007, 2006 and 2005,
respective y. Our broadcast fax revenue in North America was
$20.3 million, $28.3 million and $44.8 million in 2007, 2006
and 2005, respectively.

Europe ne revenue was 18.5%, 18.7%, and 19.9% of consoli-
dated net ‘evenues for 2007, 2006 and 2005, respectively.
Europe ne revenue was $103.3 million in 2007, $93.0 million
in 2006 ar d $99.1 million in 2005. Europe net revenue in
2007 incre ased from the previous year by 11.0% and, in 2006,
decreased from the previous year by 6.2%. Europe net rey-
enue incre ased from the previous year primarily as a result of
organic grwth in our Conferencing & Collaboration Solutions,
our acquisition of Meet24 and the strengthening of the Euro
and Britisli pound to the LS. dollar. This growth was offset

in part by leclines in our broadcast fax revenue. Europe net
revenue d xclined in 2006 primarily as a result of declines in
broadcast fax revenue, offset in part by organic growth in our
Conferenc ng & Collaboration Solutions. Strengthening of
the Euro a1d the British pound to the U.S. dollar resulted in
increased revenues in 2007 compared to 2006 of approxi-
mately $7 6 million, Qur Conferencing & Collaboration
Solutions “evenue in Europe was $46.6 millicn, $31.0 million
and $25.5 million in 2007, 2006 and 2005, respectively. Our
broadcast fax revenue in Europe was $23.6 million, $29.0 mil-
lion and $ 35.6 million in 2007, 2006 and 2005, respectively.

Asia Pacific net revenue was 17.8%, 17.0%, and 15.5% of
consolida ed net revenues for 2007, 2006 and 2005, respec-
tively. Asi: Pacific net revenue was $99.7 million in 2007,
$84.2 mill on in 2006 and $77.0 million in 2005. Asia Pacific
net reventie in 2007 and 2006 increased from each of the
previous j ears by 18.4% and 9.4%, respectively, Asia Pacific
net reventie increased in 2007 primarily as a result of organic
growth in sur Conferencing & Collaboration Solutiens, our
acquisitio 1 of ECT, the strengthening of various currencies

to the U.S. doliar, growth in our Maritime Notifications and
Reminder ; Solutions (which we resale from a third party to
shipping «ompanies in this region}, offset in part by declines
in our broadcast fax revenue. Asia Pacific net revenue increased
in 2006 primarily as a result of organic growth of our solution
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sets and our acquisition of ECT, offset in part by a weakening
of the Yen to the U.S. dollar and declires in broadcast fax
revenue. Strengthening of the various currencies in Asia
Pacific to the U.S. dollar resulted in increased revenue in 2007
compared to 2006 of approximately $2.6 million. Our Confer-
encing & Collaboration Solutions revenue in Asia Pacific was
$42.5 million, $29.5 million and $23.1 million in 2007, 2006
and 2005, respectively. Our broadcast fax revenue in Asia
Pacific was $32.4 million, $34.3 million and $36.4 million

in 2007, 2006 and 2005, respectively.

Cost of revenues

Consolidated cost of revenues were 40.6%, 40.5%, and
36.3% of consolidated revenues in 2007, 2006 and 2005,
respectively. Consolidated cost of revenues from continuing
operations increased 13.4% to $227.3 million in 2007 from
$200.5 million in 2006 and increased 10.8% in 2006 from
$181.0 million in 2005. Consclidated cost of revenues as a
percentage of consclidated net revenues remained flat in
2007 compared to 2006 as a result of re-negotiated lower
telecommunications costs, our continued migration to VolP
and the initial benefits of our service delivery organization
re-engineering efforts. These cost reductions, however were
offset by declines in high margin broadcast fax services

and price compression in our Conferencing & Cellaboration
Sclutions. Consolidated cost of revenues as a percentage
of consolidated net revenues increased in 2006 compared
to 2005 as a result of decreased revenues due to declines
in a significant higher margin Conferencing & Collaboration
Solutions revenue from historically our largest customer and
higher margin broadcast fax services.

North America cost of revenue totaled $142.0 million in 2007,
$124.4 million in 2006 and $108.7 million in 2005, or 39.8%,
39.0% and 33.8% of segment net revenue, in 2007, 2006 and
2005, respectively. North America cost of revenue includes
approximately $0.3 million, $0.7 mitlion and $o0.2 million for
2007, 2006 and 2005, respectively, of aquity-based compensa-
tion costs which increased in 2006 as a result of our adoption
of SFAS No. 123(R), “Share Based Payment” (SFAS 123(R)). In
2007, North America cost of revenue increased as a percent-
age of segment net revenue primarily due to lower average
selling prices per minute in our Conferencing & Collaboration
Solutions, declines in broadcast fax services and growth in
our web conferencing services that carry a higher percentage
cost of revenue, offset by lower negotiated telecommunica-
tions costs per minute and reduced customer service costs
assotiated with our non-Conferencing & Collaboration
Solutions revenue. These reduced non-Conferencing & Col-
laboration Solutions customer service costs are a result of
re-engineering efforts in the first half of 2007. In 2006, North
America cost of revenue increased as a percentage of seg-
ment net revenue primarily due to regulatory telecommunica-
tions costs, our acquisition of Accucast (with our eMarketing
Solutions carrying a higher percentage cost of revenue), lower
average selling prices per minute in our organic Conferencing
& Collaboration Solutions, the decline of revenue from histori-
cally our largest Conferencing & Collaboration Solutions cus-
tomer with higher margins, declines in lower cost of revenue
for broadcast fax services and growth in our web conferencing
services that carry a higher percentage cost of revenue.

Europe cost of revenue totaled $37.0 million in 2007,

$35.4 million in 2006 and $38.9 million in 2005, or 35.9%,
38.1% and 39.3% of segment net revenue, in 2007, 2006 and
2005, respectively. In 2007, Europe cost of revenue declined
as a percentage of segment net revenue primarily as a result
of an increase in revenue mix towards lower cost of revenue
Conferencing & Collaboration Solutions from higher cost of
revenue broadcast fax services and reduced customer service
costs associated with our non-Conferencing & Collabora-

tion Solutions revenue. These reduced non-Conferencing &
Collaboration Solutions customer service costs are a result

of aur re-engineering efforts in the first half of 2007. In 20086,
Europe cost of revenue declined as a percentage of segment
net revenue primarily as a result of lower negotiated telecom-
munications costs per minute and an increase in revenue mix
towards lower cost of revenue Conferencing & Collaboration
Solutions from higher cost of revenue broadcast fax services.

Asia Pacific cost of revenue totaled $48.3 million in 2007,
$40.7 million in 2006 and $33.3 million in 2005, or 48.4%,
48.3% and 43.3% of segment net revenue, in 2007, 2006
and 2005, respectively. In 2007, Asia Pacific cost of revenue
increased as a percentage of segment net revenue primarily
as a result of lower average selling price per minute in our
Conferencing & Collaboration Solutions, offset in part by
reductions in telecommunication costs from network perfor-
mance improvements. In 2006, Asia Pacific cost of revenue
increased as a percentage of segment net revenue primar-

ily as a result of lower average selling price per minute in
Conferencing & Collaboration Solutions and broadcast fax
services and telecommunications cost increases in certain
countries where telecommunications remain highly regulated
by the government. Increases in costs related to certain of our
reseller arrangements that carry higher costs of revenue also
contributed to this increase,

Selling and marketing

Consolidated selling and marketing expenses from continuing
operations as a percent of consolidated net revenues were
25.2%, 26.7% and 25.8% in 2007, 2006 and 2005, respec-
tively. Consolidated selling and marketing expenses from
continuing operations increased 6.8% to $141.3 million in
2007 from $132.3 million in 2006, and increased 2.9% in 2006
from $128.6 million in 2005, Consolidated selling and market-
ing expense as a percentage of net revenue declined in 2007
as compared with 2006 and increased in 2006 as compared
with 2005. The increase in consolidated selling and market-
ing expenses in 2007 compared to 2006 are associated with
$4.3 million from our acquisitions of Accucast, eNunciate,
ECT, Budget Conferencing and Meet24, $2.7 million from

the strengthening of various currencies to the 1.S. dollar

and $2.0 million from increased investments in our sales and
marketing efforts throughout zoo7. The increase in selling
and marketing expenses in 2006 compared to 2005 were
associated primarily with our increased investment in sales
and marketing efforts throughout 2006.
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North America selling and n arketing expenses as a percent
of segment net revenue wer : 24.7%, 27.6% and 26.3%, in
2007, 2006 and 2005, respe stively. North America selling and
marketing expense increase 1 0.1% to $88.1 million in 2007
from $88.0 million in 2006, ind increased 4.0% in 2006 from
$84.6 million in 2005. Nortt America selling and marketing
expense includes $1.8 millic n, $1.8 million and $1.0 mil-

lion for 2007, 2006 and 200 ;, respectively, of equity-based
compensation expense whii h increased in 2006 as a result of
our adoption of SFAS 123(R}. The increase in North America
selling and marketing exper se in 2007 compared to 2006

is associated with increasec costs of $2.9 mitlion from our
acquisitions of Accucast, N unciate and Budget Conferencing,
additional investment sales personnel of $1.2 million, offset
in part by a reduction of $4. » million in marketing support
costs associated with our 2¢ 06 corporate branding initiatives
and non-Conferencing & Col aboration Solutions promotions.
The increase in North Ameri :a selling and marketing expense
in 2006 compared to 2005 i . primarily associated with our
acquisitions of Accucast ant eNunciate and costs associ-
ated with corporate brandin z initiatives related to corporate
organizational changes.

Europe selling and marketir g expenses as a percent of seg-
ment net revenue were 30.& %, 27.5% and 26.0%, in 2007,
2006 and 2005, respectivelr. Europe selling and marketing
expense increased 24.3% t¢ $31.8 million in 2007 from
$25.6 million in 2006, and ¢ ecreased 0.8% in 2006 from
$25.8 million in 2005. Euroj e selling and marketing expense
includes $o.3 million, $0.2 nillion and $0.0 million for 2007,
2006 and 2005, respectivels, of equity-based compensation
expense which increased in 2006 as a result of our adoption
of SFAS 123(R). The increas: in Europe selling and marketing
costs in 2007 compared to ; 006 is associated with $2.1 mil-
lion related to the Euro and 3ritish pound strengthening to
the U.S. dollar, $1.0 million rom our acquisition of Meet24
and $3.1 million from our in 'estments in sales personnet to
support our solution sets. Tie increase in Europe selling and
marketing costs in 2006 cor pared to 2005 is associated with
increases in Conferencing 8 Collaboration Solutions sales
personnel offset in part by 1 2ductions in sales personnel
associated with our broadc: st fax services.

Asia Pacific selling and marl eting expenses as a percent

of segment net revenue wer 2 21.4%, 22.2% and 23.7%, in
2007, 2006 and 2005, respe ctively. Asia Pacific selling and
marketing expense increase d 14.4% to $21.4 million in 2007
from $18.7 million in 2006, ind increased 2.7% in 2006 from
$18.2 million in 2005. Asia P: cific selling and marketing expense
includes $0.1 million, $0.1 11 illion and $o.0 million for 2007,
2006 and 2005, respectivel', of equity-based compensation
expense which increased in 2006 as a result of our adoption
of SFAS 123(R). The increase in Asia Pacific selling and market-
ing costs in 2007 compared to 2006 is associated with

$0.6 million from various cu rrencies strengthening to the
U.S. doltar and $1.6 million >f investments in sales personnel
to support our solution set:. The increase in Asia Pacific sell-
ing and marketing costs in 2 706 compared to 2005 is prirmarity
associated with increases it Conferencing & Collaboration
Solutions sales personnel ¢ fset in part by reductions in
sales personnel associated with our broadcast fax services.
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Research ard development

Consolidate 1 research and development expenses from
continuing cperations as a percentage of consolidated net
revenues were 2.5%, 2.4% and 2.2% in 2007, 2006 and 2005,
respectively. Consolidated research and development
expenses frc m continuing operations increased 16.5% to
$14.1 million in 2007 from $12.1 million in 2006 and increased
11.3% in 20¢ 6 from $10.8 million in 2005. Consalidated
research and development expense included approximately
$0.8 million $0.8 million and $0.1 million for 2007, 2006

and 2005, re spectively, of equity-based compensation
expense wh ch increased in 2006 as a result of our adoptien
of SFAS 123/R). Research and development costs increased as
a percentag of consolidated net revenues in 2007 and 2006
as aresult o” a greater amount of internal costs incurred for
maintenanc. of our platforms. We capitalized $5.8 million,
$8.0 million and $9.1 million in 2007, 2006 and 2005, respec-
tively, of inte rnal software development costs. The increase in
internal cosis capitalized is primarily the result of increased
product offerings and product enhancements within our solu-
tion sets. Research and development expenses are primarily
incurred in te U.S.

General anc administrative

Consolidate 1 general and administrative experises from
continuing ¢ perations as a percentage of consolidated net
revenue were 11.8% in 2007, 2006 and 2005, respectively,
Consolidate 1 general and administrative experises from con-
tinuing oper ations increased 12.6% to $66.0 million in 2007
from $58.6 1nillion in 2006, and increased ©.2% in 2006 from
$58.5 millio 1 in 2005. Consoclidated general and administra-
tive expense s from continuing operations increased in 2007
compared t¢- 2006 as a result of $2.9 million in increased
proxy-relate 1 costs, $1.9 million related to our acquisitions of
Accucast, ellunciate, ECT, Budget Conferencing and Meet24,
$1.0 million associated with various currencies strengthen-
ing to the U.S. dollar with the remaining increases associ-
ated with du plicative rent from our corporate headquarters
relocation ad with legal expenses associated with various
matters in o 1r commitments and contingencies footnote to
our consolic ated financial statements.

North Ameriza general and administrative expenses as a
percentage »f segment net revenue were 12.6%, 12.9% and
12.5% in 2037, 2006 and 2005, respectively. North America
general and administrative expense increased 9.5% to

$45.1 milliots in 2007 from $41.2 million in 2006 and increased
£4.8% in 2005, from $40.0 million in 2005. North America
general and administrative expenses include $6.6 million,
$6.2 million and $5.7 million, respectively, of equity-based
compensati yn expense which increased in 2006 as a result of
our adoptio 1 of SFAS 123(R). The increase in North America
general and administrative expenses is associated with

$1.5 million from our acquisitions of Accucast, eNunciate
and Budget Conferencing, approximately $2.9 million in
proxy-related costs, $1.7 million of duplicative rent costs
from our coi porate headquarters relocation and with legal
expenses a: sociated with various matters in our commit-
ments and contingencies footnote to our consolidated




financial statements. These increases in costs are offset by
reductions in bad debt expense of approximatety $2.5 mil-
lion as a resuit of improved coltections activity during 2007.
The increase in North America general and administrative
expenses in 2006 is primarily the result of increased bad
debt expenses associated with specific collections challenges
incurred during 2006 from previous years’ acquisitions.

Europe general and administrative expenses as a percentage
of segment net revenue were 12,2%, 11.1% and 11.6% in 2007,
2006 and 2005, respectively. Europe general and administra-
tive expense increased 21.1% to $12.6 million in 2007, from
$10.3 million in 2006 and decreased 11.2% in 2006 from
$11.5 million in 200%. Europe general and administrative
expense includes $0.3 million, $0.2 miltion and $0.2 million
for 2007, 2006 and 2005, respectively, of equity-based com-
pensation expense which increased in 2006 as a result of our
adoption of SFAS 123(R). The increase in Europe general and
administrative expenses in 2007 is associated with $0.8 mil-
lion from strengthening of the Euro and British pound to the
U.S. dollar, $0.3 mitlion from our acquisition of Meetz4, with
the remaining related to increased bonus compensation
associated with achievement of plan objectives in 2007

as compared to 2006, The decrease in Europe general and
administrative expenses in 2006 compared to 2005 is primar-
ily the result of decreased bonus compensation as a result of
the failure to achieve plan objectives in 2006.

Asia general and administrative expenses as a percentage

of segment net revenue were 8.4%, 8.4% and 9.1% in 2007,
2006 and 2005, respectively. Asia general and administrative
expense increased 18.2% to $8.4 million in 2007 from $7.1 mil-
lion in 2006 and increased t.4% in 20c6 from $7.0 million

in 2005. Asia Pacific general and administrative expense
includes $o.3 mitlion, $0.3 miilion and $o.2 million for 2007,
2006 and 2005, respectively, of equity-based compensation
expense which increased in 2006 as a result of our adoption of
SFAS 123(R). The increase in Asia general and administrative
costs in 2007 compared to 2006 is associated with $0.2 mil-
lion related to various currencies strengthening to the U.5.
dollar, $0.1 million associated with our acquisition of ECT,
with the remaining difference in duplicative rent and reloca-
tion costs associated with our office relocation in Tokyo and
increased finance and executive support costs related to
revenue growth within the region. The increase in Asia general
and administrative costs in 2006 compared to 2005 is associ-
ated primarily with our acquisition of ECT.

Depreciation

Consolidated depreciation expenses from continuing opera-
tions as a percentage of consolidated net revenues were
5.4%, 4.9% and 5.0% in 2007, 2006 and 2005, respectively.
Consolidated depreciation expenses from continuing opera-

tions increased 22.1% to $30.0 million in 2007 from $24.6 mil-

lion in 2006 and decreased 0.8% from $24.8 million in zo0s.
Depreciation expense has increased as a percentage of
consolidated net revenues as we continue to invest in our
services and infrastructure to support our solutions revenue,

North America depreciation expense totaled $23.9 million

in 2007, $18.2 million in 2006 and $17.¢ millionin 200s, or
6.7%, 5.7% and 5.6% of segment net revenue, in 2007, 2006
and 2005, respectively, Eurape depreciation expense totaled
$3.4 mitlion in 2007, $3.8 million in 2006 and $3.9 million

in 2006, or 3.3%, 4.1% and 4.0% of segment net revenue, in
2007, 2006 and 2005, respectively. Asia Pacific depreciation
expense totaled $2.8 million in 2007, $2.6 million in 2006 and
$2.9 million in 2005, or 2.8%, 3.1% and 3.8% of segment net
revenue, in 2007, 2006 and 2005, respectively.

Amortization

Consolidated amortization from continuing operations as a
percentage of consolidated net revenues was 2.8%, 2.6%
and 2.7% in 2007, 2006 and 2005, respectively. Consolidated
amortization from continuing operations was $15.7 million,
$13.0 million and $13.2 million in 2007, 2006 and 2005,
respectively. Amortization expense has increased in absolute
dollars primarily as a result of our acquisitions made in 2006
and 2007.

North America amortization expense totaled $13.5 million

in 2007, $11.2 million in 2006 and $10.5 million in 2005, or
3.8%, 3.5% and 3.3% of segment net revenue, in 2007, 2006
and 2005, respectively. Europe amortization expense totaled
$1.7 million in 2007, $1.6 million in 2006 and $2.7 millien

in 2005, or 1.7%, 1.7% and 2.7% of segment net revenue, in
2007, 2006 and 2005, respectively. Asia Pacific amortization
expense totaled $0.4 million in 2o07, $0.2 million in 2006 and
$0.0 million in 2005, or 0.4%, 0.3% and 0.0% of segment net
revenue, in 2007, 2006 and 2005, respectively.

Restructuring costs

Consolidated restructuring costs from continuing opera-
tions as a percentage of consolidated revenues were 0.6%,
1.7% and 0.7% in 2007, 2006 and 2005, respectively. Consoli-
dated restructuring costs from continuing operations were
$3.4 million, $8.4 million and $3.3 million in 2007, 2006 and
2005, respectively.

Realignment of werkforce — 2007

In 2007, we executed a restructuring plan to consolidate our
non-Conferencing & Collaboration Solutions service delivery
organizations. As part of this consolidation, we eliminated
84 positions. We incurred approximately $4.1 million in
severance costs associated with the elimination of these
positions. Additicnalty, we incurred $0.1 million of lease
termination costs associated with our Paris, France office.
On a segment basis, these restructuring costs were $1.1 mil-
lion in North America, $2.7 million in Europe and $0.4 million
in Asia Pacific, Estimated annual savings from this consolida-
tion is approximately $6.0 million. During 2007, we paid
approximately $3.1 million related to these severance and
exit costs, and approximately $0.1 million related to these
lease termination costs. During the twelve months ended
December 31, 2007, we adjusted our restructuring reserve
by approximately $0.2 million as a result of actual severance
payments to certain individuals being less than originally
estimated. We anticipate the remaining restructuring cost

to be paid during 2008. Our reserve for these restructuring
costs at December 31, 2007 was approximately $0.8 million.
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Realignment of workforce — 2006

In 2006, we executed a rest ucturing plan to streamline the
management of our busine: s on a geographic regional basis
from our former Conferencii g & Collaboration and Data Com-
munications business segm 2nts. As part of this streamlining,
we eliminated 100 positions within customer service, finance,
operations and sales and m irketing. In the fourth quarter of
2006, we entered into a sep aration agreement in connection
with the resignation of our f 3rmer chief investment officer.
We incurred approximately ;8.0 million in severance costs
associated with these posit ons, which included the issuance
of restricted stock having a ‘air market value of $0.6 million.
Additionally, we incurred $¢ .6 million of lease termination
costs associated with five lc cations within North America. On
a segment basis, these rest ucturing costs were $4.6 million
in North America, $3.3 milli »n in Europe and $0.7 miltion in
Asia Pacific. In the twelve manths ended December 31, 2007,
we paid approximately $3.4 million related to these severance
and exit costs. During the tw elve months ended December 31,
2007, we adjusted our resti scturing reserve by approximately
$0.5 million as a result of a« tual severance payments to
certain individuals being le: s than originally estimated. We
anticipate the remaining co its to be paid during 2008. Our
reserve for these restructur ng costs at December 31, 2007
was approximately $0.1 mil ion,

Realignment of workforce - 2005

In 2005, we incurred $3.3 n illion of restructuring costs. These
costs were associated with :he elimination of 9o employees
in selling and marketing, oy erations and finance functions,
primarily in North America : nd Europe. The reductions in non-
financial functions are the r :sult of the significant declines

in our North America and Ei yope broadcast fax services
revenue. The reductions in inancial functions are the result
of duplicative business pro .esses within North America and
Europe finance department ;. As of December 31, 2007, we
have completed this restruc turing plan and accordingly, no
reserves remain.

Qur reserve for restructurin z costs incurred in years prior to
2005 was $2.4 million at D« cember 31, 2007.

Asset impairment

Asset impairments were $¢ 1 million in 2006 relating to
the discontinuation of tech 10logy acquired in 2003 in our
North America operating se gment.

Net legal settlements and elated expenses

Net legal settlements and r :lated expenses were $0.3 million,
%$0.6 million and $2.c millic nin 2007, 2006 and 2005, respec-
tively. In 2007, we incuited settlement costs associated with
acquisitions made in previc us years for matters that arose
subsequent to such acquisit ons. In 2006, we resolved a dispute
with one of our telecommuications providers for approxi-
mately $0.6 million. In February 2006, we settled contract
litigation with Captaris rela iing to a license agreement and a
reseller agreement enterec into in connection with our acqui-
sition of Medaling assets f om Captaris in September 2003.
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As this laws 1it arose prior to December 31, zocs, we were
required to :idjust the 2005 results to reflect this settlement
and related egal fees of $2.4 million, net of accruals of
$0.4 million previously recorded.

Interest exfpense

interest exp :nse from continuing operations was $13.6 mil-
tion, $9.1 million and $5.6 million in 2007, 2005 and 2005,
respectively Interest expense increased in 2007 and 2006
primarily as a result of increased average borrowings on our
credit facilit 7 resulting from acquisitions and increases in
LIBOR. Aver age outstanding borrowings on our credit facitity
during 2007 and 2006 were $204.1 million, $119.6 miltion and
$99.8 millio 1, respectively. The increase in borvowing on our
credit facilit/ in 2007 compared to 2006 is primarily the result
of borrowin:1s associated with our self-tender offer in which
we acquirec approximately $122.5 million of our common
shares outs anding during May 2007, as well as with our
Budget and Meetz4 acquisitions.

In August 2007, we entered into two $100.0 million two-year
interest rate swaps at a fixed rate of approximately 4.99%
plus applice ble spread. In December 2007, we amended the
life of one o” the $100.0 million swaps to three years and
reduced the fixed rate to approximately 4.745%. These swaps
are exclusiv 2 of our applicable margin as stated in our credit
facility. We «lid not designate these interest rate swaps as
hedges and account for them in accordance with SFAS No. 133,
“Accounting for Derivative Instruments and Hedging Activities”
(SFAS No. 133). Changes in fair value, which were approxi-
mately $0.2 million of income for the twelve months ended
December =1, 2007, are recognized in earnings.

In February 2006, we entered into a three-year $50.0 million
interest rat¢: swap at a fixed rate of 4.99% plus applicable
spread, anc in August 2006, we entered into two separate
three-year $12.5 million interest rate swaps at 5.135% and
5.159%, res pectively. These swaps were exclusive of our
applicable 1nargin as stated in our credit facility. We did not
designate t 1ese interest rate swaps as hedges and accounted
for them in accordance with SFAS No. 133. During the second
quarter of z007, we terminated these interest rate swaps and
recorded a zain of approximately $0.4 million in “Interest
expense” ir the accompanying consolidated statements of
operations, Changes in fair value prior to the termination

of these swaps were approximately $o0.1 million of benefit

for the twel /e months ended December 31, 2007 and are
recognized in earnings.

Interest income

Interest inc yme was $0.8 million, $0.5 mitlicn and $0.6 mil-
lion in 200; , 2006 and 2005, respectively. Interest income
remained ri:latively flat in all three periods as we maintained
a stable ca: h and cash equivalent outstanding balance. The
average cauh and cash equivalents were $18.6 million in
2007, $19.; million in 2006, and $23.2 million in 200s.

Loss on sale of marketable securities

Loss on ma ketable securities was ${o.1) million in 2005, During
2005, we sn|d the remaining securities of various companies
in the same industry as us. As of December 31, 2007, we do
not hold ary marketable securities.




Other, net

Other, net was $1.4 million, $1.4 million and $o0.1 million in
2007, 2006 and 2005, respectively. In 2007 and 2006, we
incurred foreign exchange gains of approximately $1.4 million
related to cash settlements of intercompany transactions and
the Canadian dollar component of our existing line of credit.

Income taxes

I 2007, 2006 and 2005, our effective income tax rate varied
from the statutory rate primarily as a result of non-deductible
compensation costs and changes in valuation allowances.
Changes in valuation altowances are required when facts and
circumstances surrounding these estimates have changed.

The provision for income taxes and corresponding balance
sheet accounts are determined in accordance with SFAS

No. 109, “Accounting for Income Taxes” (SFAS No. 109),

Under SFAS No. 109, the deferred tax liabilities and assets
are determined based on temporary differences between

the basis of certain assets and liabilities for income tax and
financial reporting purpases, in additicn to net operating loss
carryforwards which are reasonably assured of being utilized.
These differences are primarily attributable to the recognition
of depreciation and amortization of property, equipment and
intangible assets, allowances for doubtful accounts and certain
employee benefit accruals, Deferred tax assets and liabilities
are measured by applying enacted statutory tax rates applicable
to future years in which the deferred tax assets or liabilities
are expected to be settied or realized. Valuation allowances
are established when necessary to reduce deferred tax assets
to the amount expected to be realized. During the year ended
December 31, 2007, our valuation allowance increased by
approximately $0.5 million, primarily a result of a $1.8 million
increase in the valuation reserves placed on certain current-
year state and foreign operating losses that, in manage-
ment’s opinian, will more likely than nct remain unutilized
and a $1.3 million decrease due to the transfer to the open-
ing balance of our FIN No. 48 reserve. During 2007 and 2006,
we provided additional deferred net deferred tax assets

of $0.4 million and $o0.5 million, respectively, associated

with identified subsidiaries that could provide dividends on
unremitted earnings in excess of our initial investment.

On July 13, 2006, the Financial Accounting Standards Beard
(FASB) issued Interpretation No. 48, “Accounting for Uncer-
tainty in income Taxes - An Interpretation of FASB Statement
No. 109" (FIN No. 48). FIN No. 48 clarifies the accounting for
uncertainty in income taxes recognized in an entity’s finan-
tial statements in accordance with FASS Statement No. 109,
“Accounting for Income Taxes" and prescribes a recognition
threshold and measurement attributes for financial statement
disclosures of tax positions taken or expected to be taken

on an income tax return. Under FIN No. 48, the impact of an
uncertain income tax position on the income tax return must
be recognized at the largest amount that is more-than-likely-
than-not to be sustained upan audit by the relevant taxing
authority. An uncertain income tax position will not be recog-
nized if it has less than a 50% likelihood of being sustained.
Additionally, FIN No. 48 provides guidance on derecognition,
classification, interest, penalties and disclosures, FIN No. 48
is effective for fiscal years beginning afler December 15, 2006.

We adopted the provisions of FIN No, 48 on January 1, 2007,
We recorded provisions for certain international and state
income tax uncertain tax positions based on the recognition
and measurement standards of FIN No. 48. As a result of our
adoption of FIN No. 48, approximately $1.3 million was recorded
as a reduction to retained earnings as an increase {0 reserves
for uncertain tax positions. At the adoption date of January 1,
2007, we had approximately $6.3 million of unrecognized tax
benefits. Included in the balance at jJanuary 1, 2007 is approxi-
mately $5.6 million of unrecognized tax benefits, all of which
would affect our effective tax rate if recognized. This amount
is classified as “income taxes payable” in the accompanying
consolidated balance sheet. We file federat income tax returns
and income tax returns in various states and international
jurisdictions. In major tax jurisdictions, tax years from
1997-2006 remain subject to income tax examinations

by tax authorities.

As of December 31, 2007, we have $4.6 million of unrecog-
nized tax benefits, including $1.4 million of unrecognized tax
benefits that if recognized would reduce our annual effective
tax rate. In January 2008, an outstanding audit with the State
of New Yark was agreed to and payment in the amount of
$0.2 million including interest was made. With the exception
of this payment, we do not expect our unrecognized tax ben-
efit to change significantly over the next twelve months.

As permitted with the adoption of FIN No. 48, we have
changed our classification of interest and penalties related
to uncertain tax positions and recognize these costs in inter-
est and penalties expense. As of December 31, 2007 and
January 1, 2007, we had accrued interest and penaities of
approximately $1.3 million and $0.g million, respectively,
related to uncertain tax positions.

In the normal course of business, we are subject to inquiries
from U.S. and non-U.S. tax authorities regarding the amount
of taxes due, These inquiries may result in adjustments of
the timing or amount of taxable income or deductions or the
allocation of income among tax jurisdictions. Further, during
the ordinary course of business, other changing facts and
circumstances may impact our ability to utilize income tax
benefits as well as the estimated taxes to be paid in future
periods. We believe we are appropriately accrued for income
taxes. Inthe event that actual results differ from these esti-
mates, we may need to adjust “Income taxes payable” which
could materially impact our financial condition and results
of operations.

Discontinued operations

During 2005, we settled litigation with JOBA, Inc., a franchisee
of our former Voicecom business segment. The parties to the
consolidated action and certain other individuals and entities
entered into a settlement agreement, which provided for pay-
ment in the aggregate of approximately $1.1 million to JOBA
by our subsidiary, Voice-Tet Enterprises, LLC, and by Voicecom
Telecommunications, LLC, an unrelated party which purchased
substantially all of the assets of our Voicecom business segment
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in March 2002. Approximat :ly $0.9 million of this aggregate
settlement payment was fu ded by Voice-Tel and approxi-
mately $0.2 miltion was fur ded by Voicecom in consider-
ation, for ameng other thin;:s, dismissal of the litigation with
prejudice, mutual releases ind covenants not to sue and
termination of the JOBA fraiichise. Voice-Tel's portion of the
settlement amount and apj roximately $0.4 million in legal
fees and expenses were aci rued as of June 30, 2005 and
included in the “Discontinu :d operations” line item in the
consolidated statements ol operations. During 2005, we alse
changed the estimated liab lity for certain lease obligations
associated with the discontinued operations of our former
Voicecom reportable segmu nt. The change is associated with
the failure to sublease cert iin floor space that was assumed
in the original estimate. As Jf December 31, 2007, there is

no longer a lease obligatior related to our former Voicecom
reportable segment.

ACQUISITIONS

We seek to acguire comple nentary companies that increase
our market share and provi le us with additional customers,
technologies, applications ind sales personnel. All revenues
and related costs from thes e transactions have been included
in our consolidated financi. | statements as of the effective
date of each acquisition.

North America

In July 2007, we acquired assets and the stock of Budget
Conferencing, a Canadian-t ased provider of audio and web
conferencing services. We 1aid $19.8 million in cash at clos-
ing and $0.6 miltion in tran ;action fees and closing costs.
We funded the purchase th -ough our line of credit. We fol-
fowed SFAS No. 141, “Busine ss Combinations” (SFAS No. 141),
and approximately $0.2 mil ion has been allocated to acquired
fixed assets, $0.1 million h: s been allocated to other acquisi-
tion liabilities, $6.6 million 1as been allocated to identifiable
customer fists, $1.3 million has been allocated to trademarks
and $1.4 million has been ¢ llocated to a non-compete agree-
ment, with the identifiable -ustomer lists, trademarks and
non-compete agreements : mortized over five-year useful
lives. In addition, $2.6 mill on has been allocated to long-
term deferred tax liabilities to record the step-up in basis
for the customer lists and « eveloped technology purchased.
Because we have not finali: ed the working capital component
of the purchase price, the r sidual $13.6 million of the aggre-
gate purchase price has be 2n allocated to goodwill, which is
subject to a periodic impai ment assessment in accordance
with SFAS No. 142, “Goody ill and Other Intangible Assets”
(SFAS No. 142).

In September 2006, we act uired assets and the stock of
eNunciate, a Canadian-bas ed provider of audic and web
conferencing services. We said CA$29.0 million in cash at
closing and CA%o.7 million in transaction fees and closing
costs. We funded the purci ase through Canadian dollar
borrowings on our line of ¢ ‘edit and Canadian dollar cash
balances available. We foll ywed SFAS No. 141 and approxi-
mately CA$0.3 million has seen allocated to acquired fixed
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assets, CA%$2.3 million has been allocated to azquired work-
ing capital, ZA$6.8 million has been allocated to identifiable
customer lirts and CA%0.2 million has been allocated to a
non-compe e agreement, with the identifiable customer lists
and non-co npete agreement amortized over five-year useful
lives. The re sidual CA$22.1 million of the aggregate purchase
price has be-en allocated to goodwill, which is subject to

a periodic isnpairment assessment in accordance with

SFAS No. 1£2.

In January z 006, we acquired all of the outstanding stock

of Accucast. a U.5.-based provider of e-mail communica-

tion services. We paid $12.3 million in cash at ¢losing and
$0.5 millior in transaction and closing costs. Subsequent

to closing, *ve paid an additional $3.0 millien cash purchase
price upon “he achievement of certain milestone targets as
specified in the purchase agreement. We funded the pur-
chase throt gh our line of credit. We followed SFAS No. 141,
and approx mately $0.2 million has been allocated to acquired
fixed asset:, $0.1 million has been allocated to other acquisi-
tion liabiliti:s, $2.0 million has been allocated to developed
technology and $1.0 million has been allocated to identifiable
customer lists, with the identifiable customer lists and devel-
oped technalogy amortized over five-year useful lives. In
addition, $1.2 mitlion has been allocated to long-term deferred
tax liabilitie s to record the step-up in basis for the customer
lists and de veloped technology purchased. The residual
$13.9 millic n of the aggregate purchase price has been allo-
cated to goadwill, which is subject to a periodic impairment
assessmen: in accordance with SFAS No. 142.

In August 2005, we acquired all of the outstanding stock of
Netspoke, .1 U.S.-based provider of audio and web conferenc-
ing service::.. We paid $23.4 million in cash at closing and
$0.5 million in transaction fees and closing costs. We funded
the purcha:ie through our line of credit. We followed SFAS
No. 141, an { approximately $1.1 million of the aggregate pur-
chase price has been allocated to acquired warking capital,
$0.7 millioi has been allocated to acquired fixed assets,
$1.6 millior has been allocated to severance and certain other
acquisition liabilities, $2.9 million has been allocated to
identifiable customer lists, $1.0 million has been allocated
to develope d technology and $0.6 million has been allocated to
a non-comete agreement, with the identifiable customer
lists, devel yped technology and non-compete agreement
amortized wer five-year useful lives. In addition, $1.8 million
has been a located to long-term deferred tax liabilities to
record the step-up in basis for the customer intangible assets
purchased The residual $21.0 million of the aggregate pur-
chase price has been allocated to goodwill, which is subject
to a period ¢ impairment assessment in accordance with
SFAS No.132.

In June 2ac 5, we acquired substantially all of the assets and
assumed ¢ 2rtain liabilities of intelligent Meetings, a U.5.-
based pro: ider of audio and web conferencing services. We
paid $6.2 ryillion in cash at closing and $o0.1 million in trans-
action fees and closing costs. We funded the purchase
through ot  line of credit. We followed SFAS No. 141, and
approxima ely $0.4 million of the aggregate purchase price
has been zllocated to acquired working capital, $o.1 million




has been allocated to acquired fixed assets, $0.1 million has
been allocated to severance and certain other acquisition
liabilities, $2.0 million has been altocated to identifiable
customer lists and $o.1 million has been aliocated to a non-
compete agreement, with the identifiable customer lists and
non-compete agreement amortized over five-year useful lives.
The residual $3.8 million of the aggregate purchase price

has been allocated to goodwill, which is subject to a periodic
impairment assessment in accordance with SFAS No. 142.

In March 2005, we acquired substantizlly all of the assets
and assumed certain liabilities of the conferencing services
business of Citizens Communications, primarily servicing
customers in the U.5. We paid $43.2 million in cash at clos-
ing and $0.2 million in transaction fees and closing costs.
We funded the purchase through our line of credit. We fal-
lowed SFAS No. 141, and approximately $2.1 million of the
aggregate purchase price has been allocated to acquired
working capital, $0.9 million has been allocated to acquired
fixed assets, $2.5 million has been allocated to severance
and certain other acquisition liabilities and $6.0 million has
been allocated to identifiable customer lists which are being
amortized over a five-year useful life. The residual $36.9 mil-
lion of the aggregate purchase price has been aliocated to
goodwill, which is subject to a periodic impairment assess-
ment in accordance with SFAS No. 142.

Europe

In November 2007, we acquired the stock of Meet24, a Nordic-
based pravider of conferencing and web collaboration services.
We paid $26.3 million in cash at closing and $0.2 million in
transaction fees and clesing costs. We funded the purchase
through our line of credit and cash and cash equivalents on
hand. We followed SFAS No. 141, and approximately, $0.2 mil-
lion has been allocated to acquired fixed assets, $1.4 million
has been allocated to acquired working capital, $0.9 million has
been allocated to acquired deferred tax assets, $3.8 million
has been allocated to other acquisition liabitities, $8.8 mil-
lion has been allocated to identifiable customer lists and
$0.7 million has been allocated to a non-compete agreement,
with the identifiable customer lists and non-compete agree-
ments amortized over five-year useful lives. In addition,

$2.7 million has been allocated to long-term deferred fax
liabilities. We have not finalized the working capital compo-
nent of the purchase price, The residual $21.0 million of the
aggregate purchase price has been allocated to goodwill,
which is subject to a periodic impairment assessment in
accordance with SFAS No. 142.

Asia Pacific

in November 2006, we acquired certain assets and assumed
certain liabilities of ECT, an Australian-based provider of audio
and web conferencing services. We paid AU%s.7 million in cash
at closing and AU%0.4 mitlion in transaction fees and closing
costs. We funded the purchase through a Yen-denominated
line of credit with Sumitomo Mitsui Banking and Australian
dollar cash on hand. We fotlowed SFAS No. 141, and approxi-
mately AU$0.1 million of the aggregate purchase price has
been allotated to acquired fixed assets, AU%o.5 million has been

altocated to acquired working capital, AU$1.4 million has
been allocated to identifiable customer lists and AU$0.1 mil-
lion has been allocated to a non-compete agreement, with
the identifiable customer lists and non-compete agreement
amortized over five-year useful lives. The residual AU$4.0 mil-
lion of the aggregate purchase price has been allocated to
goodwill, which is subject to a periadic impairment assess-
ment in accordance with SFAS No. 142.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 2007, we had $18.3 million in cash and cash
equivalents compared to $19.0 million as of December 31, 2006.
Cash balances residing outside of the U.S. as of December 31,
2007 were $19.4 million compared to $18.4 million as of
December 31, 2006. We repatriate cash for repayment of
royalties and management fees charged to international
locations fram the U.S. and dividends from japan. Therefore,
foreign exchange gains and losses resulting from these trans-
actions are recorded in “Other, net” on the face of the con-
solidated statements of operations. Intescompany loans with
foreign subsidiaries generally are considered to be perma-
nently invested for the foreseeable future. Therefore, foreign
exchange gains and losses resulting from these transactions
are recorded in the cumulative translation adjustment account
on face of the consolidated balance sheets. Based on our
potential cash position and potential conditions in the capital
markets, we could require repayment of these loans despite
the long-term intention to hold them as permanent invest-
ments. During December 2007, we increased the availability
of our line of credit from $300.0 million to $325.0 million. At
December 31, 2007, we had approximately $58.3 million of
availability under our existing $325.0 million line of credit. For
a discusston of our line of credit, see “Capital resources.”

Cash provided by operating activities

Consolidated operating cash flows from continuing opera-
tions were $91.6 million, $74.1 million and $92.6 million in
2007, 2006 and 2005, respectively, Consolidated operating
cash flows from continuing operations increased $17.4 mil-
lion in 2007 from 2006 and decreased $18.5 million in 2006
from 2005. In 2007, operating cash flows before changes in
assets and liabilities were $86.3 million. in 2007, changes to
assets and liabilities were $5.3 million. The change in assets
and liabilities was due primarily to increases in income taxes
payable related to reduced income taxes paid in 2007 asso-
ciated with bonus depreciation elected from prior years. In 2006,
operating cash flows before changes in assets and liabil-
ities were $76.9 million. In 2005, changes to assets and
liahilities were $(2.8) million, In 2005, operating cash flows
before changes in assets and liabilities were $105.5 million.
in 2005, changes to assets and liabilities were $(12.9) mil-
tion. The change in assets and liabilities was primarily attrib-
utable to growth in our receivables due to the integration

of various acquisitions and growth in revenues which have
langer payment terms, the payment of federal income taxes
accrued in 2004 at a greater amount than in 2005 and the
favorable result of accrued vendor disputes resolved in 200s.
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Cash used in investing acti sities

Consolidated investing acti rities used cash of approximately
$94.1 million, $81.0 million and $107.6 million in 2007, 2006
and 2005, respectively, Casli used in 2007 was primarily related
to $47.8 million to fund ou acquisitions and $46.3 million

of capital expenditures. Ca h used in 2006 was primarily
related to $49.0 million ust d to fund our acquisitions and
$31.9 million of capital exp nditures. Cash used in zo05

was primarily related to $7 ». million to fund our acquisi-
tions and $28.2 million of ¢ apital expenditures.

Cash provided by financing; activities

Consolidated financing act vities provided cash of approxi-
mately $1.9 million, $5.7 m llion, and $15.4 million in 2007,
2006 and 2005, respective y. Cash provided by financing
activities in 2007 was the re sult of net borrowings on our credit
facility of $125.7 million pr marily associated with our self-
tender offer, $8.6 million re ceived from stock option exercises,
$3.3 million from excess ta < benefits from share-based pay-
ment arrangements and $¢ .4 million from loan repayments
from our chief executive of icer offset by treasury stock pur-
chases of $136.0 million. Cish provided by financing activities
in 2006 was the result of n 't borrowings on our credit facility

of $34.7 mi lion, used primarily to fund our acquisitions,
$2.5 million received from stock option exercises and $0.2 mil-
lion from e;:cess tax benefits from share-based payment
arrangemer ts offset by treasury stock purchases of $31.7 mil-
lion. Cash [ rovided by financing activities in 2005 was
primarily the result of net borrowings on our credit facility
of $29.4 mi lion used to fund our acquisitions, cash receipts
from repayinents of employee loans of $4.0 million and

$8.5 millior received from stock option exercises offset by
treasury stock purchases of $26.5 million.

Off-balanc:: sheet arrangements

As of Decerber 31, 2007, we did not have any off-balance
sheet arrangements, as defined in Item 303(a){4) (i) of
SEC Regulztion 5-K.

Commitme 1ts and contingencies

At Decemb 'r 31, 2007, we had the following contractual
obligations. We are primarily obligated under operating
leases for r etwork facilities and office space, outstanding
balances, L!BOR interest and commitment fees under our
line of cred t, interest rate swaps, remaining cash payments
on current ind prior year acquisitions and telecommunica-
tions servit e contractual minimum purchase agreements.

The following table display s contractual obligations as of December 31, 2007 { n thousands):

AMOUNTS THERE-
CONTRACTUAL OBLIGATION COMMITTED 2008 2007 2010 2011 2012 AFTER
Operating leases $ 46,055 $10,931 4 8,273 $ 5904 $ 4242 $3,613 $13,087
Current borrowings on line of redit 264,935 - - - 264,935 - -
Credit facility commitment fee ; and interest 37,944 13,250 11,657 10,116 2,921 - -
Restructuring costs 3,292 1,717 381 384 384 384 39
Telecommunications service a rreements 8,367 7,557 81) - - - -
Acquisitions 4,383 3,297 58> 248 169 84 -
Capital leases 4,546 1,703 1,533 539 424 347 -
FIN No. 48 1,459 1,459 - - - - -
Asset retirement obligation 438 386 52 - - - -

$371,418 $40,300 $23,297 $17,191  $273.076 $4,429 $13,124

The contractual obligation : table above contains only the por-
tion of the liability accruec in accordance with FIN No. 48 that
is expected to be settled d uring 2008. The remaining amount
that has been accrued in a cordance with FIN No. 48 is not
included in the contractua obligations table because we are
unable to determine when or if, payment of these amounts
will be made.

State sales taxes

We have reserves for certa 1 state sales tax contingencies based
on the likelihood of obliga ion in accordance with SFAS No. 5.
Historically, we have not cllected and remitted state sales
tax from Conferencing & C)llaboration Solutions customers.
We were audited by the C¢ mmonwealth of Massachusetts
Department of Revenue cl iiming that our audio conferenc-
ing services are subject to sales tax in Massachusetts. In
March 2006, we began as: essing sales tax te our customers
in Massachusetts as a resi (it of this audit. In July 2006, we
paid an initial payment of ipproximately $1.2 million to the
Commonwealth of Massac nusetts Department of Revenue for
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taxable yea s prior to 2005. Amounts associated with 2005 and
early 2006 .re still under review and have yet to be settled.
After we we ‘e approached by the State of Illinois in March 2007
regarding tt e taxability of our conferencing services in the state,
we began a;sessing sales tax to our customers in llinois in
April 2007. eturns were filed and approximately $0.6 million
was paid to the Illinois Department of Revenue for taxable
periods pricr to March 2007. Additional amounts may be

due as thece returns are audited. More states may claim

that we are subject to an assessment of sales taxes. As of
December :.1, 2007 and December 31, 2006, we had reserved
approximat 2ly $5.2 million and $4.3 million, respectively, for
certain stat2 sales tax contingencies. This amount is included
in “Accrued taxes” in our consolidated balance sheets. We
believe we ire appropriately accrued for these contingencies.
in January : 008, an outstanding audit with the State of New
York was asreed to and payment in the amount of $1.5 million
was made {or outstanding telecommunications excise taxes.




In the event that actual results differ from these reserves, we
may need to make adjustments which could materially impact
our financial condition and results of operations. Historically,
we have collected and remitted sales tax from our non-Confer-
encing & Collaberation Solutions custorners in applicable
states. However, it is possible states may disagree with our
method of assessing and remitting these state sales taxes.

Capital resources

In December 2007, we expanded the committed amounts

of our credit facility by $25.0 million from $300.0 million to
$325.0 million, which was further expanded to $375.0 mitlion
in January 2008. We paid less than $0.1 million of financing
costs for each expansion of our line of credit. Our credit
facility also provides for an uncommitted accordion feature
allowing for an additional increase up to $400.0 million of the
revolving credit line, subject to its terms and cenditions. Qur
credit facility is subject to customary covenants for secured
credit facilities of this nature. Certain of our material domestic
subsidiaries have guaranteed our obligations under the credit
facility, which is secured by substantially all of our assets and
the assets of our material domestic subsidiaries. In addition,
we have pledged as collateral all of the issued and outstand-
ing stock of our material domestic subsidiaries and 65.0% of
our material foreign subsidiaries.

In April 2007, we entered into an amendment to our credit
facility which inserted into the applicable margin pricing
grid a new tier based on a total leverage ratio of 2.5 times
or greater, increased the permitted covenant level of the
consolidated total leverage ratio and amended certain other
provisions to allow us to purchase, redeem or ctherwise
acquire up to an additional $150.0 million of our common
stock during 2c07, of which approximately $122.5 million
has been used to fund our self-tender offer in the second
quarter of 2007.

We believe that as of December 31, 2007, we were in compli-
ance in all material respects with all covenants under our line
of credit and have obtained any required waivers or consents
from lenders, as applicable. Proceeds drawn under our credit
agreement may be used for refinancing of existing debt, work-
ing capital, capital expenditures, acquisitions and other gen-
eral corporate purposes. The annual interest rate applicable
to borrowings under the line of credit, at our option, is the
base rate (the greater of the federal funds rate plus 0.5% or
the Bank of America prime rate) or LIBOR, plus, in each case,
an applicable margin which will vary based upon our leverage
ratio at the end of each fiscal quarter. At December 31, 2007,
the applicable margin with respect to base rate loans was
0.0%, and the appticable margin with respect to LIBOR loans
was 1.50%. At December 31, 2007, our interest rate on 3o-day
LIBOR loans was 6.10%. As of December 31, 2007, we had
approximately $264.¢ million of borrowings outstanding

and approximately $1.8 million in letters of credit outstand-
ing under our line of credit. As of December 31, 2006, we had
approximately $134.5 million of borrowings cutstanding and
approximately $1.4 millior in letters of credit outstanding
under our line of credit.

In February 2006, we entered into a three-year $50.0 million
interest rate swap at a fixed rate of 4.99% plus applicable
spread, and in August 2006, we entered into two separate
three-year $12.5 million interest rate swaps at 5.135% and
5.159% respectively. These swaps were exclusive of our
applicable margin as stated in our credit facility. We did not
designate these interest rate swaps as hedges and accounted
for them in accordance with SFAS No. 133. During the second
quarter of 2007, we terminated these interest swaps and
recorded a gain of approximately $0.4 million in “Interest
expense” in the accompanying consolidated statement of
operations. Changes in fair value prior to the termination

of these swaps were appreximately $o0.1 million for the six
months ended June 30, 2007, and are recognized in earnings.

In August 2007, we entered into two $100.0 million two-year
interest rate swaps at a fixed rate of approximately 4.99%
plus applicable spread. In December 2007, we amended the
life of one of the $100.0 million swaps to three years and
reduced the fixed rate to approximately 4.745%. These swaps
are exclusive of our applicable margin as stated in our credit
facility. We did not designate these interest rate swaps as
hedges and account for them in accordance with SFAS No. 133.
Changes in fair value, which were approximately $o.2 million
of incame for the twelve manths ended December 31, 2007,
are recognized in earnings.

In March and September 2006, we entered into our Yen-
denominated line of credit for ¥200.0 million and ¥300.0 mil-
lion, respectively, with Sumitomo Mitsui Banking which have
interest rates of 1.875% and 1.61%, respectively, through
March 2008. In May 2007, the ¥200.0 million line of credit
was amended to ¥300.0 million. As of December 31, 2007,
there were no outstanding borrowings under these facilities.

We have entered into various capital leases for the purchase
of operating equipment. These capital leases have interest
rates ranging from 3.1% to 10.3% and terms ranging from

36 months to 60 months, The principal balance of these
leases at December 31, 2007 was $4.5 million,

Liquidity

As of December 31, 2007, we had $18.3 million of cash and
cash equivalents. We generated positive operating cash flows
from each of our geographic business segments for the tweive
months ended December 31, 2007. Each geographic business
segment had sufficient cash flows from operations to serv-
ice existing debt obligations, to fund capital expenditure
requirements, which have historically been 4% to 8% of
annual consolidated net revenues, and to fund research

and development costs for new services and enhancements
to existing services, which have historically been approxi-
mately 2% to 3% of annual consolidated net revenues.
Assuming no material change to these costs, which we do
not anticipate, we believe that we will generate adequate
operating cash flows for capital expenditures and contrac-
tual commitments and to satisfy our indebtedness and fund
our liquidity needs for at least the next 12 months. We have
historically borrowed on our line of credit in order to fund
acquisitions. At December 31, 2007, we had $58.3 million of
available credit on our existing $325.0 million line of credit.
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Wae regularly review our ci pital structure and evaluate poten-
tial alternatives in light of -urrent conditions in the capital
markets. Depending upon conditions in these markets, cash
flows from our operating « egments and other factors, we
may engage in other capit il transactions. These capital
transactions include but a e not limited to debt or equity
issuances or credit facilitivs with banking institutions.

CRITICAL ACCOUNTING P ILICIES

“Management’s Discussio 1 and Analysis of Financial Condition
and Results of Operations * is based upon our consolidated
financial statements and t 1e notes thereto, which have been
prepared in accordance w th generally accepted accounting
principles in the U.S. The reparation of these financial state-
ments requires manageme 1t to make estimates and judgments
that affect the reported ar wounts of assets and liabilities and
the disclosure of continge 1t assets and liabilities at the date
of the financial statement . and the reported amounts of net
revenues and expenses du ring the reported periods. On an
ongoing basis, managems nt evaluates its estimates and
judgments, including thos 2 related to revenue recognition,
allowance for uncoliectibl : accounts, goodwill and other
intangible assets, income :axes, restructuring costs and

legal contingencies.

Management bases its estimates and judgments on historical
experience and on various other factors that are believed to
be reasonable under the ¢ rcumstances, the results of which
form the basis for making j \dgments about the carrying values
of assets and liabilities th.t are not readily apparent from
other sources. There can t e no assurance that actual results
will not differ from those ¢ stimates.

We have identified the pol cies below as critical to our busi-
ness aperations and the uderstanding of our results of
operations. For a detailed discussion on the application

of these and other accoun:ing policies, see Note 2 to our
consolidated financial sta ements.

Revenue recognition

We recognize revenues wit en persuasive evidence of an
arrangement exists, services have been rendered, the price

to the buyer is fixed or dei 2rminable and collectibility is
reasonably assured. Reve ues consist primarily of usage fees
generally based on per miwte, per fax page or per transaction
methods. To a lesser exter t, we charge subscription fees and
have fixed-period minimui 1 revenue commitments. Unbilled
revenue consists of earnei | but unbilled revenue which resuits
from non-calendar month iilling ¢ycles and the one-menth
lag time in billing related t > certain of our services. Deferred
revenue consists of payme nts made by customers in advance
of the time services are re 1dered. Our revenue recognition
policies are consistent wit 1the guidance in Staff Account-

ing Bulletin (SAB) No. 101, “Revenue Recognition in Financial
Statements,” as amended by SAB 1014, 101B and SAB 104.

Should changes in conditi 1ns cause management to
determine these criteria a e not met for certain future
transactions, revenue recc gnized for any reporting period
could be adversely affecte 1.
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Allowance for uncollectible accounts receivable

Prior to th: recognition of revenue, we make a decision that
collectibility is reasonably assured. Over time, management
analyzes zccounts receivable balances, historical bad debts,
customer oncentrations, customer creditworthiness, current
economic :rends, changes in our customer payment terms
and trend: when evaluating the adequacy of the allowance
for uncolle ctible accounts receivable. Significant management
judgment ind estimates must be made and used in connec-
tion with e stablishing the allowance for uncollectible accounts
receivable in any accounting period. The accounts receivable
balance wis $89.7 million and $82.9 million, net of allowance
for uncolle ctible accounts receivable of $4.5 million and

$7.6 million, as of December 31, 2007 and 2006, respectively.

If the finar cial condition of our customers were to deteriorate,
resulting i1 an impairment to their ability to make payments,
additional allowances may be required.

Goodwill i ind other intangible assets

We evalua:e intangible assets and long-lived assets for

potential i npairment indicators whenever events or changes

in circums :ances indicate that the carrying value may not be

recoverab e. Factors that management considers important

which could trigger an impairment review inclide the following:

» significant decrease in the market value of an asset;

¢ significant adverse change in physical condition or manner
of use 1f an asset;

» significant adverse change in legal factors or negative
industry or economic trends;

¢ acurre 1t period operating or cash flow loss combined with
a histo y of operating or cash flow losses or & projection or
forecast that demonstrates continuing losses associated
with th : use of a long-lived asset;

+ significant decline in cur stock price for a sustained
period; and

o anexpi:ctation that, more likely than not, an asset will be
sold or otherwise disposed of before the end of its previ-
ously estimated useful life.

In 2002, S °AS No. 142 became effective and as a result, we
ceased to amortize approximately $123.1 million of goodwill.
In lieu of amortization, we were required to perform an initial
impairmen : review of our goodwill in 2002 and an annual impair-
ment revie # thereafter. We completed reviews as of january 1,
2008, 2007 and 2006 and immediately prior to the change in
our segment reporting in the fourth quarter of 2006 with no
impairmer ts identified. Other intangible assets with finite
lives that ¢ o not meet the criteria of SFAS No. 142 continue to
be amortiz ed. We recognize an impairment loss when the fair
value is lesis than the carrying value of such assets and the
carrying vi lue of these assets is not recoverable. The impair-
ment loss, if applicable, is calculated based on the discounted
estimated future cash flows using our weighted-average cost
of capital c ompared to the carrying vatue of the long-lived asset.
Net intang bie assets, long-lived assets and goodwill amounted
to $380.4 million and $333.5 million as of December 31, 2007
and 2006, respectively.




Future events could cause us to conclude that the current
estimates used should be changed and that goodwill and
intangible assets associated with acquired businesses are
impaired. Any resulting impairment loss could have a
material adverse impact on our financiat condition and
results of operations.

income taxes

As part of the process of preparing our ¢onsolidated financial
statements we are required to estimate our taxes in each of
the jurisdictions in which we operate. This process involves
management estimating the actual current tax exposure
together with assessing temporary differences resulting from
differing treatment of items for tax and accounting purposes.
These differences result in deferred tax assets and liabilities,
which are included within our consolidated balance sheets,
We must then assess the likelihood that the deferred tax
assets will be recovered from future taxable income and,

to the extent we believe that recovery is not likely, we must
establish a valuation allowance. To the extent we establish a
valuation allowance or increase this allowance in a period, an
expense is recorded within the tax provision in our consoli-
dated statements of operations.

Significant management judgment is required in deter-
mining our income taxes payable, our deferred tax assets
and liabilities and any valuation allowance recorded against
our net deferred tax assets. Qur net deferred tax asset as

of December 31, 2007 and 2006 was $6.5 million and

$11.3 million, net of a valuation allowance of $10.0 million
and $9.5 million, respectively. We have recorded this valua-
tion altowance due to uncertainties related to our ability to
utilize some of our deferred tax assets, primarily consisting
of certain net operating tosses carried forward. The valuation
allowance is based on our estimates of taxable income by
jurisdiction in which we operate and the period over which
the deferred tax assets will be recoverable.

In the event that actual results differ from these estimates or
we adjust these estimates in future periods, we may need to
establish an additional valuation allowance which could mate-
rially impact our financial condition and results of operations.

We also have reserves for certain asserted international,
federal and state tax contingencies based on the likelihood

of obligation. In the normal course of business, we are
subject to inquiries from U.S. and non-U.S. tax authorities
regarding the amount of income taxes due. These challenges
may result in adjustments of the timing or amount of taxable
income or deductions or the allocation of income among tax
jurisdictions. Further, during the ordinary course of business,
other facts and circumstances may impact our ability to utilize
tax benefits as well as the estimated income taxes to be paid
in future periods. We believe we have appropriately accrued
for tax exposures, If we are required to pay an amount less
than or exceeding our provisions for uncertain tax matters,
the financial impact will be reflected in the period in which the
matter is resclved. In the event that actual results differ from
these estimates, we may need to adjust tax accounts which
could materially impact our financial condition and results

of operations.

On July 13, 2006, FASB issued FIN No. 48 which clarifies the
accounting for uncertainty in income taxes recognized in an
entity’s financial statements in accordance with FASB State-
ment No. 109, “Accounting for Income Taxes” and prescribes
a recognition threshold and measurement attributes for
financial statement disclosures of tax positions taken or
expected to be taken on an income tax return. Under FIN

No. 48, the impact of an uncertain income tax position on the
income tax return must be recognized at the largest amount
that is more-than-likely-than-not to be sustained upon audit
by the relevant taxing authority. An uncertain income tax posi-
tion will not be recognized if it has less than a 50% likelihood
of being sustained. Additionally, FIN No. 48 provides guid-
ance on derecognition, ctassification, interest, penalties and
disclosures. FIN No. 48 is effective for fiscal years beginning
after December 15, 2006.

We adopted the provisions of FIN No. 48 on January 1, 2007.
We recorded provisions for certain international and state
income tax uncertain tax positions based on the recognition
and measurement standards of FIN No. 48. As a result of

our adoption of FIN No. 48, approximately $1.3 million was
recorded as a reduction to retained earnings as an increase to
reserves for uncertain tax positions. At the adoption date of
January 1, 2007, we had approximately $6.3 miltion of unrec-
ognized tax benefits. Included in the balance of unrecognized
tax benefits at January 1, 2007 is approximately $5.6 million,
all of which would affect our effective tax rate if recognized.
This amount is ctassified as “Income taxes payable” in the
accompanying consolidated balance sheet. We file federal
income tax returns and income tax returns in various states
and international jurisdictions. In major tax jurisdictions, tax
years from 1997-2006 remain subject to income tax examina-
tions by tax authorities.

As of December 31, 2007, we have $4.6 million of unrecog-
nized tax benefits, including $5.6 million of unrecognized tax
benefits that if recognized would reduce our annual effective
tax rate. In January 2008, an outstanding audit with the State
of New York was agreed to and payment in the amount of
%0.2 million including interest was made. With the exception
of this payment, we do not expect our unrecognized tax
benefit to change significantly over the next twelve months.

As permitted with the adoption of FIN No. 48, we have
changed our classification of interest and penalties related
to uncertain tax positions and recognize these casts in inter-
est and penalties expense. As of December 31, 2007 and
January 1, 2007, we had accrued interest and penalties of
approximately $1.3 million and $0.9 million, respectively,
related to uncertain tax positions.

Restructuring costs

Restructuring reserves are based on certain estimates and
judgments related to severance and exit costs, contractuatl
obligations and related costs. Our estimated severance costs
could be impacted if actual severance payments to individuals
outside of the U.S. are less than initial estimates. Contractual
lease obligations could be materially affected by factors such
as our ability to secure sublessees, the creditworthiness of
sublessees and the success at negotiating early termination
agreements with lessors,

PREMIERE GLOBAL SERVICES 31




In the event that actual re sults differ from these estimates,
we may need to establish additional restructuring accruals
or reverse accrual amoun' s accordingty.

Legal contingencies

We are currently involved n certain legal proceedings as
disclosed in ltem 3. “Legal Proceedings” of this annual report
on Form 10-K. in accordan e with FAS No. 5, we accrue an
estimate of the probable ( osts for the resolution of legal
claims. These estimates a e developed in consultation with
outside counsel handling :hese matters and based upon

an analysis of potential re sults, assuming a combination

of litigation and settlemes t strategies.

In many cases, the accour ting treatment of a particular
transaction is specifically lictated by GAAP, with no need

for management’s judgme ntin their application. There are
also areas in which manay ement’s judgment in selecting any
available alternative woul 1 not produce a materially different
result. Qur estimates are ! ubject to change, and we adjust
the financial impact in the period in which they are resolved.
See our audited consolid: ted financial statements and notes
thereto which contain acc »unting policies and other disclo-
sures required by GAAP,

NEW ACCOUNTING PRON JUNCEMENTS

We will be required to adc pt SFAS No. 157 “Fair Value
Measurements” (SFAS No 157) for the fiscal year beginning
January 1, 2008. SFAS No. 157 provides a single definition of
fair value and a hierarchic it framework for measuring it, as
well as establishing addit onal disclosure requirements about
the use of fair vatue to me asure assets and liabilities. We are
in the process of evaluati g the impact of SFAS No. 157 on our
results of operations and inancial position.

In December 2007, the FA 5B issued Statement No, 141(R),
Business Combinations, ( 'FAS No. 141(R)") which replaces
Statement No. 141, Businc ss Combination. FAS No. 141(R)
retains the underlying cor cepts of FAS No. 141 in that all
business combinations ar 2 still required to be accounted

for at fair value under the acquisition method of account-
ing, but FAS No. 141(R) ch inged the method of applying

the acquisition method in a number of significant aspects.
FAS No. 141(R) is effective on a prospective basis for all busi-
ness combinations for wh ch the acquisition date is on or
after the beginning of the first annual period subsequent

to December 15, 2008, wi h the exception of the accounting
for valuation allowances « n deferred taxes and acquired tax
contingencies under SFAS No. 109, FAS No. 141(R) amends
SFAS No. 109 such that ac justments made to valuation allow-
ances on deferred taxes a 1d acquired tax contingencies
associated with acquisitio 1s that closed prior to the effective
date of FAS No. 141(R) wo 1ld also apply the provisions of
FAS No. 141(R). Early adoj tion is not allowed. We are in the
process of evaluating the mpact of FAS No. 141(R}, if elected,
on our results of operatio 1s and financial position.

In February 2007, FASB is iued SFAS No. 159, “The Fair Value
Option for Financial Asset ; and Liabilities” (SFAS No. 159).
SFAS No. 159 provides the option to report certain financial
assets and liabilities at fa r value, with the intent to mitigate
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volatility i 1 financial reporting that can occur when related
assets an/ liabilities are recorded on different bases and is
effective for fiscal years beginning after Novernber 15, 2007. We
are in the Jrocess of evaluating the impact of SFAS No. 159, if
elected, 01 our results of operations and financial position.

SUBSEQUENT EVENTS

In January 2008, we expanded the committed amounts under
the accorc ion feature of our line of credit by $50.0 million
from $32c.0 million to $375.0 million. We paid less than

$0.1 millic n of financing costs for this expansion of our line
of credit.

| HEMPZARQ UANITIFATIV EFAN DIQ UATTIIAYLVE
DISGIOSURBSIABOIIRWARK IR ISK

We are ex »osed to market risk from changes in interest rates
and foreign currency exchange rates. We manage our expo-
sure to thi:se market risks through our regular operating and
financing 1ctivities and the timing of intercompany payable
settlemen:s. In addition, in August 2007, we entered into two
$100.0 mi lion two-year interest rate swaps at a fixed rate of
approximi.tely 4.99%. On December 17, 2007, we amended
one of the $100.0 million swaps to reduce the rate to a fixed
rate of 4.7 45% and extend the maturity to August 16, zo1o0.
All of thes = swaps are exclusive of our applicable margin as
stated in ©.ur credit facility. These interest rate swaps effec-
tively com ert the interest payments of $200.0 million of our
LIBOR-bas ed borrowings to a fixed rate. Changes in fair value,
which wer 2 approximately $o.2 million of income for the
twelve mcnths ended December 31, 2007, are recognized

in earning; as these interest rate swaps were not designated
as hedges, in accordance with FAS No. 133.

At December 31, 2007, we had borrowings of approximately
$64.9 mitl on outstanding under our line of credit that are
subject to interest rate risk. Each 100 basis point increase
in interest rates relative to these borrowings would impact
annual pri-tax earnings and cash flows by approximately
$0.6 million based on our December 31, 2007 debt level,

Approximiitely 40.0% and 37.8% of our consolidated net
revenues ind 36.6% and 34.6% of our operating expenses
were tran: acted in foreign currencies in 2007 and 2006,
respective ly. Additionally, we have foreign currency denomi-
nated dekt as part of our line of credit. At December 31, 2007
we had de bt outstanding of 8.8 million euro and 13.9 million
Canadian Jollars. As a result, fluctuations in exchange rates
impact the amount of our reported sales, operating income
and debt. A hypothetical positive or negative change of 10% in
foreign cu rency exchange rates would positively or negatively
change re renues for 2007 by approximately $22.4 million,
operating expenses for 2007 by approximately $18.2 million
and outstinding debt by $2.7 million. Our principal exposure
has been elated to local currency sales and operating costs

in the Euri Zone, Norway, Canada, the United Kingdom,
Australia iind Japan. We have not used derivatives tc man-
age foreign currency exchange risk, and no foreign currency
exchange derivatives were outstanding at December 31, 2007.
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REPORT OF INDEPENDENT RI.GISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Premiere Global Services, Inc
Atlanta, GA

We have audited the accomp: nying consolidated balance sheets of Premiere Glo »al Services, Inc. and subsidiaries (the
“Company”) as of December - 1, 2007 and 2006, and the related consolidated statements of income, stockholders’ equity,
and cash flows for each of the three years in the period ended December 31, 2007. These financial statements are the
responsibility of the Company s management. Our responsibility is to express an ¢ pinion on these financial statements
based on our audits.

We conducted our audits in ar cordance with the standards of the Public Compan Accounting Oversight Board (United States).
Those standards require that ‘e plan and perform the audit to obtain reasonable a isurance about whether the financial statements
are free of material misstatem :nt. An audit includes examining, on a test basis, eviiience supporting the amounts and disclosures
in the financial statements. Al audit also inctudes assessing the accounting principles used and significant estimates made by
management, as well as evall ating the overall financial statement presentation. Ve believe that our audits provide a reasonable
basis for our opinion.

In our opinion, such consolida ed financial statements present fairly, in all material -espects, the financial position of the Company
as of December 31, 2007 and 1006, and the results of their operations and their ¢ ash flows for each of the three years in the
period ended December 31, 2107, in confarmity with accounting principles generally accepted in the United States of America.

As described in Note 8 to the » onsalidated financial statements, the Company chi.nged its method of accounting for share-based
payments effective January 1, 2006, in accordance with the adoption of Financial . \ccounting Standards No. 123R, Share-Based
Payment. Also, as described i 1 Note 15 to the consolidated financial statements, - he Company changed the manner in which it
accounts for uncertain tax pos tions effective January 1, 2007, in accordance with tt e adoption of Statement of Financial Accounting
Standards Interpretation No. ¢ 8, Accounting for Uncertainty in income Taxes an in‘erpretation of FASB Statement No. 109.

We have also audited, in acco dance with the standards of the Public Company A« counting QOversight Board (United States),
the Company’s internal contrc . over financial reporting as of December 31, 2007, hased on the criteria established in Infernal
Control - Integrated Framewo k, issued by the Committee of Sponsoring Organiz: tions of the Treadway Commission, and our
report dated February 29, 20c 3 expressed an unqualified opinion on the Compan /'s internal control over financial reporting.

/s/ DELOITTE & TOUCHE LLP

Atlanta, Georgia
February 29, 2008
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PREMIERE GLOBAL SERVICES, INC, AND SUBSIDIARIES

CONSOLBAUTED BALANCE SREETS

December 31, 2007 and 2006
(in thousands, except share data)

2007 2006
ASSETS
Current Assets
Cash and equivatents 5 18,259 $ 18,977
Accounts receivable {less atlowances of $4.526 and $7,551, respectively) 89,683 82,875
Prepaid expenses and other current assets 13,066 7.742
Deferred income taxes, net 5,522 11,972
Total current assets 126,530 121,566
Property and Equipment, Net 110,767 88,062
Other Assets
Goodwill 337,246 295,185
Intangibles, net of amortization 43,115 38,357
Deferred income taxes, net 1,018 -
QOther assets 5411 6,145
S 624,087 $ 549,315
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Accounts payable $ 51,631 $ 48,967
Income taxes payable 4,497 878
Accrued taxes 8,076 6,011
Accrued expenses 37,276 28,697
Current maturities of long-term debt and capital lease obligations 1,664 2,044
Accrued restructuring costs 1,717 4,800
Total current liabilities 104,861 91,397
Long-Term Liabitities
Long-term debt and capital lease obligations 267,817 136,738
Accrued restructuring costs 1,575 2,339
Accrued expenses 7,627 1,831
Deferred income taxes, net - 71%
Total long-term liabilities 277,019 141,627
Commitments and Contingencies (Note 10 and 14)
Shareholders’ Equity
Common stock, $.01 par value; 150,000,000 shares authorized, 61,755,728 and
70,151,998 shares issued and outstanding in 2007 and 2006, respectively 618 702
Additional paid-in capital 548,418 663,232
Notes receivable, shareholder {1,702) (2,004)
Cumulative translation adjustment 10,523 2,088
Accumulated deficit (315,650) (347,727}
Total shareholders’ equity 242,207 316,231
$ 624,087 $ 549,315

Accompanying notes are integral to these consolidated financial statements.
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PREMIERE GLOBAL SERVICES, INC. AND £ UBSIDIARIES

CONSOLIDATED SWATEMENTS O OPERATIONS

Years Ended December 31, 2007, 2006 ar d 2005
(in thausands, except share and per shar 2 data)

2007 2006 2005
Net revenues $559,706 $496,472 $497,473
Operating expenses
Cost of revenues (exclusive f depreciation and amortization shown separately below 227,259 200,472 180,966
Selling and marketing 141,322 132,279 128,586
General and administrative exclusive of net legal settlements shown separately belov?) 66,007 58,615 58,514
Research and development 14,109 12,052 10,824
Depreciation 30,008 24,567 24,757
Amartization 15,659 13,018 13,243
Restructuring costs 3,447 8,385 3,256
Asset impairments - 111 -
Net legai settlements and ri lated expenses 349 603 2,048
Total operating expenses _ 498,160 450,102 422,194
Operating income 61,546 46,370 75,279
QOther {expense)} income
Interest expense (13,598) (9.146) (5,552}
Interest income 780 536 582
Loss on sale of marketable ecurities - - (116)
Other, net 1,418 1,401 103
Total other (expense) incc ne (11,400 (7,209) (4,983}
Income from continuing oper. tions before income taxes 50,146 39,161 70,296
Income 1ax expense 16,791 13,652 21,610
Income from continuing oper: tions $ 33,355 $ 25,509 $ 48,686
Discontinued operations
Loss from operations of Voi ecom - - (1.952)
Income tax benefit - - (683)
Loss on discontinued opera ions - — (1.269)
Net income $ 33,355 $ 25,509 $ 47,417
BASIC EARNINGS
Income from continuing opr rations $ 33,355 $ 25,509 $ 48,686
Netincome $ 33,355 $ 25,509 $ 47,417
BASIC WEIGHTED-AVERAGE SHARES OUTSTANDING 62,654 68,933 70,392
Basic earnings (loss) per sha 2
Continuing operations $ 053 $ 037 $  0.69
Discontinued operations - — (0.02)
Net income S 053 $ 037 $ 067
DILUTED EARNINGS
Income from continuing op rations $ 33,355 $ 25,509 $ 48,686
Net income $ 33,355 $ 25,509 $ 47,417
DILUTED WEIGHTED-AVERAT E SHARES OUTSTANDING 63,940 69,787 72,366
Diluted earnings (loss) per st are:
Continuing operations $ 052 $ 037 $ 067
Discontinued operations - - 0.01)
Net income $ 052 $ 037 3 0.66

Accompanying notes are integral to these consolidated financial statements.
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PREMIERE GLOBAL SERVICES, INC. AND SUBSIDIARIES

EONSELERITED STATENETS OF SHARERNCLDERS’ FaWITy

Years Ended December 31, 2007, 2006 and 2005
{in thousands)

COMMON  ADDITIONAL NOTES E:FNEG.%ZSES? CUMULATIVE TOTAL
STOCK PAID-IN RECEIVABLE,  ACCUMULATED ON MARKETABLE TRANSLATION SHAREHOLDERS'
ISSUED  CAPITAL  SHAREHOLDER DEFICIT SECURITIES ADJUSTMENT EQUITY

BALANCE, December 31, 2004 $ 713 $690,097  $(5,662)  $(420,653) $ 6 $ 2,429 % 266,930
Other comprehensive income:
Net income - - - 47,417 - - 47,417
Translation adjustments - - - - - (5,983) (5,983)
Change in unrealized net gain (loss) on

marketable seturities, net of tax - - - - ) - 6
Other comprehensive income 41,428
Issuance of comunon stock:
Exercise of stock options 15 8,508 - - - - 8,523
Stock compensation expense — restricted shares - 4,295 - - - - 4,295
Treasury stock purchase and retirement (21 (21,300} - - - - (21,321)
Stock compensation expense - variabie accounting - (336} - - - - (336)
Stock compensation in exchange for servicas - 712 - - - - 712
Issuance of restricted shares and

related stock-based compensation 10 {2,975 - - -~ - {2,965}
Income tax benefit from exercise of stock options - 2,718 - - - - 2,718
Payments and interest related

to shareholder notes receivable - - 3.766 - - - 3,766
BALANCE, December 31, 2005 $717 _ $681,719  $(1,896)  $(373,236) 5 - $ (3,554} % 303,750
Other comprehensive income:
Net income - - - 25,509 - - 25,509
Translation adjustments - - - - - 5,642 5,642
Other comprehensive income 31151
Issuance of common stock:
Exercise of stock options 6 2,509 - - - - 2,515
Stock compensation expense — restricted saares - 5,810 - - - - 5,810
Treasury stock purchase and retirement (38) (29,543) - - - - (29.581)
Stock compensation expense ~ variable accounting - 83 - - - - 83
FAS 123(R) expense - 2,586 - -~ - - 2,586
Stock compensation in exchange for services - 481 - - - - 481
Issuance of restricted shares and

related stock-based compensation 17 (204) - - - - (187)
Income tax expense from exercise of stock options = (209) - - - - (209}
Payments and interest related to

shareholder notes receivable - - (108) - - - (108)
BALANCE, December 31, 2006 $702 $663,232  $(2,004)  $(347,727) $ - $ 2,088 % 316,291
Other comprehensive income:
Net income 33,355 33,355
Translation adjustments 8,435 8,435
Adoption of FIN No. 48 (1,278) 1,278
Other comprehensive income 40,512
Issuance of common stock:
Exercise of stock options 13 8,540 8,553
Stock compensation expense - restricted shares 7,598 7,598
Treasury stock purchase and retirement (104) (132,882} (132,986)
Stock compensation expense ~ variable accounting
FAS 123(R) expense 812 812
Stock compensation in exchange for servicos 504 504
Issuance of restricted shares and

related stock-based compensation 7 (2,710} (2,703)
Income tax expense from exercise of stock options 3,324 3,324
Payments and interest related to

shareholder notes receivable 302 302
BALANCE, December 31, 2007 $618 5548418  5(1,702)  $(315,650) $- $10,523 S 242,207

Accompanying notes are integral to these consolidated financial statements.
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PREMIERE GLOBAL SERVICES, INC. AND SUBSIDIARIES

CONSOLIRATED STTERENTS @F (ASH) HLOWS

Years Ended December 31, 2007, 2006 and zoos
(in thousands)

2007 2006 2005
CASH FLOWS FROM OPERATIN 5 ACTIVITIES
Net income $ 33,35 $ 25,509 $ 47,817
Adjustments to reconcile net | icome to net cash provided by operating activities:
Lass on discontinued opera ion - - 1,269
Depreciation 30,008 24,567 24,757
Amortization 15,659 13,018 13,243
Amortization of deferred fin incing costs 513 492 453
Loss on sale of marketable « ecurities, available for sale - - 116
Net legal settlements and re lated expenses 349 (3,099) 2,048
Deferred income taxes, net 1 f effect of acquisitions 2,488 2,912 8,746
Restructuring costs 3,447 8,385 3,256
Payments for restructuring « osts (7.109) (5.395) (3,214)
Equity-based compensatior 10,590 10,370 7.484
Excess tax benefits from shi re-based payment arrangements (3.323) (209) -
Asset impairment - 111 -
Loss (gain) on disposal of a: sets 287 278 {45)
Changes in assets and liabil ties, net of effect of acquisitions:
Accounts receivable, net (737) 701 (3.834)
Prepaid expenses and oth :r current assets (893) (2,448) 317
Accounts payable and acc ued expenses 6,953 (1,045) (9,431)
Total adjustments 58,232 48,638 45,165
Net cash provided by opera ing activities from continuing operations 91,587 74,147 92,582
Net cash used in operating . ctivities from discontinued operations (650) (987) (2.025)
Net cash provided by op :rating activities 90,937 73,160 90,557
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures {46,341) (31,926) (28,174)
Sale of marketable securitic 3 - - 755
Purchase of marketable sec irities - - (306)
Business acquisitions, net ¢ f cash acquired (47.749) (£9,040) {79.915)
Net cash used in investing activities (94,090) {80,966) (107,640)
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments under b wrowing arrangements (344,388) (164,391} (74,160)
Proceeds from long-term be rowing arrangements 470,099 200,270 104,100
Payments of debt issuance osts (s0) (1,200) {516)
Repayment of shareholderr otes 413 - 3,953
Excess tax benefits from shi re-based payment arrangements 3,323 209 -
Purchase of treasury stock, it cost (136,049) (31.691) (26,451)
Exercise of stock options 8,553 2,515 8,521
Net cash provided by fin incing activities 1,901 5,712 15,447
Effect of exchange rate change: on cash and equivalents 534 563 (3.738)
NET DECREASE IN CASH AND | QUIVALENTS (718) {1,531) (5,374)
CASH AND EQUIVALENTS, beg rlgj_ggo_fperiod 18,977 20,508 25,882
CASH AND EQUIVALENTS, end »f period $ 18,259 $ 18,977 $ 20,508

Accompanying notes are in{egral to th se tonsolidated financiat statements.
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| COWE 1. VHE GO AN TS BUSRESS |

We are a global provider of applied communication technolo-
gies that help businesses automate and improve their business
processes, Our PGICOS delivers multiple industry- and function-
specific business applications. We go Lo market on a global
basis in three segments in North America, Europe and Asia
with the following five solution sets: Conferencing & Collabo-
ration, Desktop Document Solutions, Enterprise Document
Solutions, Notifications & Reminders and eMarketing.

L (OVE 2 USRI AGEOVITING CONRES |
ACCOUNTING ESTIMATES

Preparation of financial statements in conformity with
accounting principles generally accepted in the U.S.
reguires management to make estimates and assumptions
that affect the reported amounts of assets and liabitities and
disclosures of contingent assets and liabilities at the date
of the financial statements and reported amounts of net
revenues and expenses during the reporting period. Finan-
cial statement line items that include significant estimates
consist of goodwill, net intangibles, net restructuring costs,
tax accounts, certain accrued liabilities and the allowance
for uncollectible accounts receivable, Changes in the facts
or circumstances underlying these estimates could result in
material changes and actual resuits could differ from those
estimates. These changes in estimates are recognized in the
period they ate realized.

PRINCIPLES OF CONSOLIDATION

The financial statements include our accounts consolidated
with our wholly-owned subsidiaries. All significant inter-
company accounts and transactions have been eliminated
in consolidation.

CASH AND EQUIVALENTS

Cash and equivalents include cash on hand and highly liquid
investments with a maturity at date of purchase of three
maonths or less.

ACCOUNTS RECEIVABLE

Included in accounts receivable at Decamber 31, 2007 and
2006 was earned but unbilled revenue of approximately
$5.3 million and $4.7 million, respectively, which results from
non-calendar month billing cycles and the one-month lag in
billing of certain of our services. Earned but unbilled revenue
is billed within 30 days. Bad debt expense was approximately
$(0.8) miltion, $2.4 million and $4.3 million in 2007, 2006 and
2005, respectively. Bad debt expense was a benefit in 2007
as a result of previously written-off receivables that were
subsequently recovered from our new use of our accounts
receivable management application. Write-offs against the
allowance for doubtful accounts were approximately $2.3 mil-
lion, $5.0 million and $2.4 million in 2007, 2006 and 2005,
respectively.

T T AN T Tl AR Bl R REES MY Y ANy R RN

FEEVTRSmAWN T

PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost. Depreciation is
provided under the straight-line method over the estimated
useful lives of the assets, commencing when the assets are
ptaced in service. The estimated usefut lives are five to seven
years for furniture and fixtures, two to five years for software
and three to ten years for computer servers, Internet and tele-
communications equipment. The cost of installed equipment
includes expenditures for installation. Assets recorded under
capital leases and leasehold improvements are depreciated
over the shorter of their usefut lives or the term of the
related |ease.

RESEARCH AND DEVELOPMENT

Research and development costs primarily related to develop-
ing new services, features and enhancements to existing
services are expensed as incurred.

SOFTWARE DEVELOPMENT COSTS

Pursuant to the American Institute of Certified Public Accoun-
tants Statement of Position (SOP} 98-1, “Accounting for the
Costs of Software Developed or Obtained for Internal Use,”
costs incurred to develop significant enhancements to soft-
ware features to be sold as part of our service offerings and
costs incurred to implement a new billing system are being
capitalized. For the years ended December 31, 2007, 2006
and 2005, we have capitalized in North America approximately
$5.8 million, $13.3 million and $6.7 million, respectively,
related to these projects. These capitalized costs are being
amortized on a straight-line basis over the estimated life of
the related software, not to exceed three years. Depreciation
expense recorded for phases completed for the years ended
December 31, 2007, 2006 and 2005 was approximately

$3.4 million, $6.2 million and $2.1 million, respectively,

GOODWILL

Goodwill is subject to a periodic impairment assessment by
applying a fair value-based test based upon a two-step method.
The first step is to identify potential goodwill impairment by
comparing the estimated fair value of the business segments
to their carrying amounts. The second step measures the
amount of the impairment based upon a comparison of
“implied fair value” of goodwill with its carrying amount. We
have adopted January 1st of a given calendar year as our valu-
ation date and have evaluated goodwill as of January 1, 2006,
2007 and 2008, with no impairment identified.

VALUATION OF LONG-LIVED ASSETS

We evaluate the carrying values of long-lived assets when
significant adverse changes in the economic value of these
assets require an analysis, including property and equipment
and other intangible assets. A long-lived asset is considered
impaired when its fair value is less than its carrying value.

In that event, a loss is calculated based on the amount the
carrying value exceeds the future cash flows, as calculated
under the best-estimate approach, of such asset. We believe
that long-lived assets in our accompanying consolidated
balance sheets are appropriately valued.
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REVENUE RECOGNITION

OTHER COMPREHENSIVE INCOME (LOSS)

We recognize revenues whe i persuasive evidence of an
arrangement exists, service: have been rendered, the price
to the buyer is fixed or deteiminable and collectibility is
reasonably assured. Revent 25 consist primarily of usage
fees generally based on per minute, per fax page or per
transaction methods. To a le sser extent, we charge subscrip-
tion fees and fixed-pericd m nimum revenue commitments.
Unbilled revenue consists o earned but unbilled revenue
which results from non-cale 1dar month billing cycles and
the one-month lag time in b lling related to certain of our
services, Deferred revenue + onsists of payments made by
customers in advance of the time services are rendered.
Our revenue recognition pol cies are consistent with the
guidance in Staff Accounting; Bulletin (SAB) No. 101,
“Revenue Recognition in Fir ancial Statements,” as
amended by SAB 1014, :01E and SAB 104.

FOREIGN CURRENCY TRAN::LATION

The assets and liabilities of subsidiaries domiciled outside
the 1.S. are translated at ra es of exchange existing at the
balance sheets date. Reven 1es and expenses are translated
at average rates of exchang : prevailing during the year. The
resulting translation adjusti1ents are recorded in the “Cumu-
lative translation adjustmer t” component of shareholders’
equity. In addition, intercon pany loans with foreign subsid-
iaries generally are conside ed to be permanently invested
for the foreseeable future. 1herefore, all foreign exchange
gains and losses related to hese balances are recorded in
the cumulative translation ¢ ccount on the consolidated
balance sheets.

TREASURY STOCK

All treasury stock transactic ns are recorded at cost. As part
of our April 2007 settlemen agreement with Crescendo
Partners I, L.P, Series E an | related parties, among other
things, Crescendo Partners withdrew its proxy contest related
to our 2007 annual meeting of shareholders, and we com-
menced a $150.0 million se f-tender offer to acquire up to
11,857,707 shares of our co nmon stock at a fixed price of
%12.65 per share. In 2007 a a result of this self-tender offer,
we repurchased 9,687,847 shares of our common stock in
the open market pursuant t » our self-tender offer for approxi-
mately $122.5 million and i icurred costs associated with

the tender offer of approxir iately $0.9 miltion that included
legal, printing and dealer-ir anager fees that were included in
“Additional paid-in capital.’ In 2007 and 2006, respectively,
we repurchased approxima ely 0.7 million shares and 3.9 mil-
lion shares of our common s :ock in the open market for approxi-
mately $9.6 million and $2¢+,6 million, pursuant to our Board-
approved stock repurchase programs. In addition, in 2007
and 2006, respectively, we vithheld approximately 299,000
and 300,000 shares of our .ommon stock to satisfy certain of
our employees’ tax withhol lings due upon the vesting of their
restricted stock grants and -emitted approximately $3.1 mil-
lion and $2.5 million to the Internal Revenue Service on our
employees’ behalf.
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Other compiehensive income (foss) represents the change in
equity of a business during a period, except for investments
by owners annd distributions to owners. Cumulative translation
adjustments represent components of other comprehensive
income (los¢} at December 31, 2007 and 2006. For the years
ended Deceriber 31, 2007, 2006 and 2005, total other compre-
hensive inco ne was approximately $40.5 million, $31.2 million
and $41.4 m llion, respectively. Accumulated other comprehen-
sive loss was $233.5 million and $274.0 million at December 31,
2007 and 2¢ 06, respectively.

2007 2006 2005

Balance at be rinning of year  $(274,028) $(305,173) $(346,601)

Net income 33,355 25,509 47,417
Net foreign cL rrency

translation .«djustment 8,436 5,636 (5,983)

Adopticn of F N No. 48 (1.278) - -

Net change in unrealized gain
on marketa.le securities - - @)

$(233,515) $(274,028) $(305,173)

INCOME TA.\ES

Income tax cxpense, income taxes payable and deferred

tax assets a1d liabilities are determined in accordance with
SFAS No. 10 3. Under SFAS 109, the deferred tax liabilities

and assets : re determined based on temporary differences
between the basis of certain assets and liabilities for income
tax and fina 1cial reporting purposes in addition to net operat-
ing loss carr forwards which will more likely than not be utilized.
These differ2nces are primarily attributable to differences in
the recognition of depreciation and amortization of property,
equipment iind intangible assets, altowances for doubtful
accounts ar d certain employee benefit accruals. Deferred tax
assets and liabilities are measured by applying enacted statu-
tory tax rate s applicable to future years in which the deferred
tax assets ar liabilities are expected to be settled or realized.
Valuation al owances are established when necessary to reduce
deferred ta) assets to the amount expected to be realized.
Permanent lifferences are primarily attributable to non-
deductible :mployee compensation as outlined in Section
162{m) of tt e internal Revenue Code of 1986, as amended,

NEW ACCOIINTING PRONQUNCEMENTS

We are reqL ired to adopt SFAS No. 157 for the fiscal year
beginning Jinuary 1, 2008. SFAS No. 157 provides a single
definition o fair value and a hierarchical framework for measur-
ing it, as we | as establishing additional disclosure requirements
about the use of fair value to measure assets and liabilities.
We are in th2 process of evaluating the impact of SFAS No. 157
on our resu ts of operations and financial position.




In December 2007, the FASB issued Statement Na. 141(R) which
replaces Statement No. 141. FAS No. 141(R) retains the under-
lying concepts of FAS No. 141 in that ail business combina-
tions are still required to be accounted for at fair value under
the acquisition method of accounting, but FAS No. 141(R)
changed the method of applying the acquisition method in a
number of significant aspects. FAS No. 141(R) is effective on
a praspective basis for all business combinations for which
the acquisition date is on or after the beginning of the first
annual period subsequent to December 15, 2008, with the
exception of the accounting for valuation allowances on
deferred taxes and acquired tax contingencies under SFAS
No. 109. FAS No. 141(R) amends SFAS Ho. 109 such that
adjustments made to valuation allowances on deferred taxes
and acquired tax contingencies associated with acquisitions
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that closed prior ta the effective date of FAS No. 141(R) would
also apply the provisions of FAS No. 141(R). Early adoption is
not allowed. We are in the process of evaluating the impact
of FAS No. 141(R), if elected, on our resulis of operations and
financial position.

In February 2007, FASB issued SFAS No. 159 which provides
the option to report certain financial assets and liabilities
at fair value, with the intent to mitigate volatility in financial
reporiing that can occur when related assets and liabilities
are recorded on different bases and is effective for fiscal
years beginning after November 15, 2007. We are in the
process of evaluating the impact of SFAS No. 159, if elected,
on our results of operations and financial position.

L NQJESINR ESTR UGTURINGIGOSTS
Consolidated restructuring costs for the years ended December 31, 2007, 2006 and 2005 are as follows {in thousands):
ACCRUED 2005 ACCRUED 2006
COSTS AT CHARGE TO COSTS AT CHARGE TO
DECEMBER 31,  CONTINUING cosT DECEMBER 31,  CONTINUING cosT
CONSOLIDATED 2004 OPERATIONS  INCURRED 2005 OPERATIONS  INCURRED
Accrued restructuring costs:
Severance and exit costs $ 114 $3,273 $(2.478) $ 909 $7,782 $(4.664)
Contractual obligations 4,676 a7 (736) 3,923 603 (1,414)
Total restructuring costs $4,790 $3,256 $(3,214) $4,832 $8,385 $(6,078)
ACCRUED 2007 ACCRUED
COSTS AT CHARGE TO CO5TS AT
DECEMBER31,  CONTINUING cosT DECEMBER 31,
CONSOLIDATED 2006 OPERATIONS  INCURRED 2007
Accrued restructuring costs:
Severance and exit costs $4,027 $3,347 $(6,449) S 926
Contractuat obligations 3,112 100 (846) 2,366
Total restructuring costs $7,139 $3,447 $(7,295  $3,292

The prior year cost incurred amount related to the contractual

obligations of $1.4 million was mistakenly included as $1.8 mil-
lion in the prior year completed financial statements. The amount
above has been corrected for the prior year typographical error.

REALIGNMENT OF WORKFORCE - 2007

In 2007, we executed a restructuring plan to consolidate our
non-Conferencing & Collaboration Solutions service delivery
organizations. As part of this consolidation, we eliminated 84
positions. We incurred approximately $4.1 million in sever-
ance costs associated with the elimination of these positions.
Additionally, we incurred $0.1 million of lease termination
costs associated with our Paris, France office. On a segment
basis, these restructuring costs were $1.1 million in North
America, $2.7 million in Europe and $0.4 million in Asia Pacific.
During 2007, we paid approximately $3.1 million related to
these severance and exit costs and approximately $0.1 million
related to these lease termination costs. During the twelve
months ended December 31, 2007, we adjusted our restructur-
ing reserve by approximately $o.2 million as a result of actuat
severance payments to certain individuals being less than
originally estimated. We anticipate the remaining costs to be
paid during 2008. Our reserve for these restructuring costs at
December 31, 2007 was approximately $0.8 million.

REALIGNMENT OF WORKFORCE - 2006

In 2006, we executed a restructuring plan to streamline the
management of our business on a geographic regional basis.
As part of this streamlining, we eliminated 100 positions within
customer service, finance, operations and sales and market-
ing. In the fourth quarter of 2006, we entered into a separation
agreement in connection with the resignation of our former
chief investment officer. We incurred approximately $8.0 mil-
lionin severance costs associated with these positions, which
included the issuance of restricted stock having a fair market
value of $0.6 million. Additionally, we incurred $0.6 million of
lease termination costs associated with five locations within
North America. On a segment basis, these restructuring costs
were $4.6 million in North America, $3.3 million in Europe

and $0.7 million in Asia Pacific. In the twelve months ended
December 31, 2007, we paid approximately $3.4 million
related to these severance and exit costs. During the twelve
months ended December 31, 2007, we adjusted our restructur-
ing reserve by approximately $0.5 million as a result of actual
severance payments to certain individuals being less than
originally estimated. We anticipate the remaining costs to be
paid during 2008. Our reserve for these restructuring costs at
December 31, 2007 was approximately $0.1 million.
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REALIGNMENT OF WORKF( RCE — 2005

In 2005, we incurred $3.3 1 illion of restructuring costs. These
costs were associated with he elimination of go employees
in selling and marketing, of erations and finance functions,
primarily in North America & 1d Europe, The reductions in non-
financial functions are the r:sult of the significant declines

in our North America and E: rope broadcast fax services
revenue. The reductions in - inancial functions are the result
of duplicative business pror esses within North America and
Europe finance department ;. As of December 31, 2007, we
have completed this restrus turing plan and accordingly, no
reserves remain.

Our reserve for restructurin 3 costs incurred in years prior to
2005 was $2.4 million at D« cember 31, 2007.

[ VOTE . ACTINEI. [R5 ATD (ISFESITERS |

We seek to acquire comple nentary companies that increase
our market share and provi le us with additional customers,
technologies, applications ind sales personnel. All revenues
and related costs from the: e transactions have been included
in our consolidated financi. 1l statements as of the effective
date of each acquisition.

NORTH AMERICA

In July 2007, we acquired i ssets and the stock of Budget
Conferencing. We paid $1¢.8 million in cash at closing and
$0.6 million in transaction [ 2es and closing costs. We funded
the purchase through our ine of credit. We followed

SFAS No. 141 and approxim tely $0.2 million has been allo-
cated to acquired fixed asse s, $0.1 million has been allocated
to other acquisition liabilit es, $6.6 million has been allo-
cated to identifiable custo ner lists, $1.3 million has been
allocated to trademarks ar d $1.4 million has been allocated
to a non-compete agreeme nt, with the identifiable customer
lists, trademarks and non- :ompete agreements amortized
over five-year useful lives. n addition, $2.6 million has been
allocated to long-term defe rred tax liabilities to record the
step-up in basis for the cur tomer lists and developed technol-
ogy purchased. Because w : have not finalized the working
capital component of the | urchase price, the residual

$13.6 million of the aggre ate purchase price has been
allocated to goodwill, whit h is subject to a periodic impair-
ment assessment in accor lance with SFAS No. 142.

In September 2006, we ac juired assets and the stock of
eNunciate. We paid CA$2¢ .o million in cash at closing and
CA%0.7 million in transact on fees and closing costs. We
funded the purchase throi gh Canadian dollar borrowings

on our line of credit and € \nadian dollar cash balances avail-
able. We followed SFAS Nc ., 141 and approximately CA%$0.3 mil-
lion has been allocated to icquired fixed assets, CA%0.3 million
has been allocated to acq sired working capital, CA%6.8 mil-
lion has been allocated to identifiable customer lists and
CA%$0.2 million has been z llocated to a non-compete agree-
ment, with the identifiabli customer lists and non-compete
agreement amortized ove ' five-year useful lives. The residual
CAS22.1 million of the ags regate purchase price has been
allocated to goodwill, whi:h is subject to a periodic impair-
ment assessment in accol dance with SFAS No. 142.
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In January 2 06, we acquired all of the outstanding stock

of Accucast. We paid $12.3 million in cash at closing and
$0.5 million in transaction and closing costs. Subsequent

to closing, ve paid an additional $3.0 million cash purchase
price upon the achievement of certain milestone targets as
specified in -he purchase agreement. We funded the purchase
through our line of credit. We followed SFAS No, 141, and
approximatrly $0.2 million has been ailocated to acquired
fixed assets, $0.1 million has been allocated tc other acquisi-
tion liabiliti's, $2.0 million has been allocated to developed
technology and $1.0 million has been allocated to identifiable
customer lirts, with the identifiable customer lists and deve!-
oped techn-logy amortized over five-year useful lives. In
addition, $1.2 million has been allocated to long-term
deferred ta:: liabilities to record the step-up in basis for the
customer lir;ts and developed technology purchased. The
residual $1:;.9 million of the aggregate purchase price has
been aliocated to goodwill, which is subject to a periodic
impairment assessment in accordance with SFAS No. 142.

In August 2 305, we acquired all of the outstanding stock

of Netspok::. We paid $23.4 million in cash at closing and
$o.5 millior in transaction fees and closing costs. We funded
the purcha:ie through our line of credit. We followed SFAS
No. 141, an | approximately $1.1 million of the aggregate pur-
chase price has been allocated to acquired working capital,
$0.7 million has been allocated to acquired fixed assets,
$1.6 millior has been allocated to severance and certain
other acqu sition liabilities, $2.9 million has been allo-

cated to identifiable customer lists, $1.0 million has been
allocated t¢ developed technology and $0.6 million has
been allocz ted to a non-compete agreement, with the identifi-
able custoiner lists, developed technology and non-compete
agreement amortized over five-year useful lives. In addition,
$1.8 million has been allocated to long-term deferred tax
liabilities t » record the step-up in basis for the customer
intangible assets purchased. The residual $21.0 million of
the aggregate purchase price has been allocated to goodwill,
which is 5L bject to a periodic impairment ass2ssment in
accordance with SFAS No. 142.

In June 2005, we acquired substantially all of the assets and
assumed ¢ ertain liabilities of Intelligent Meetings. We paid
$6.2 million in cash at closing and $0.1 million in transaction
fees and ¢ osing costs. We funded the purchase through our
line of creclit. We followed SFAS No. 141, and approximately
$0.4 millio1 of the aggregate purchase price has been allocated
to acquire | working capital, $0.1 million has been allocated to
acquired ficed assets, $0.1 million has been allocated to sever-
ance and certain other acquisition liabilities, $2.0 million has
been allocated to identifiable customer lists and $0.1 million
has been .llocated to a non-compete agreement, with the
identifiabl2 customer lists and non-compete agreement
amortized over five-year useful lives. The residual $3.8 million
of the agg ‘egate purchase price has been allocated to good-
will, whict is subject to a periodic impairment assessment in
accordance with SFAS No. 142.

In March : oos, we acquired substantially all of the assets and
assumed -ertain liabilities of the conferencing services busi-
ness of Ci izens Communications. We paid $43.2 million in
cash at clising and $0.2 million in transaction fees and clos-
ing costs, We funded the purchase through cur line of credit.
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We followed SFAS No. 141, and approximately $2.1 million of
the aggregate purchase price has been allocated to acquired
working capital, $0.9 million has been allocated to acquired
fixed assets, $2.5 million has been allocated to severance and
certain other acquisition liabilities and $6.0 miliion has been
allocated to identifiable customer lists which are being amor-
tized over a five-year useful life. The residual $36.9 million of
the aggregate purchase price has been allocated to goodwill,
which is subject to a periodic impairment assessment in
accordance with SFAS No. 142.

EUROPE

In November 2007, we acquired the stock of Meetz4. We

paid $26.3 million in cash at closing and $0.2 million in
transaction fees and closing costs. We funded the purchase
through our line of credit and cash and cash equivalents on
hand. We followed SFAS No. 141, and approximately, $0.2 mil-
lion has been allocated to acquired fixed assets, $1.4 million
has been allocated to acquired working capital, $0.9 million has
been allocated to acquired deferred tax assets, $3.8 million
has been allocated to other acquisition liabilities, $8.8 mil-
lion has been allocated to identifiable customer lists and
$0.7 million has been allocated to a non-compete agreement,
with the identifiable customer lists and non-compete agree-
ments amortized over five-year useful lives. In addition,

$2.7 million has been allocated to long-term deferred tax
liabilities. We have not finalized the working capital compao-
nent of the purchase price. The residual $21.0 million of the
aggregate purchase price has been allocated to goodwill,
which is subject to a periodic impairment assessment in
accordance with SFAS No. 142.

ASIA PACIFIC

In November 2006, we acquired certain assets and assumed
certain liabilities of ECT. We paid AU%=.7 million in cash at
tlosing and AU%0.4 million in transaction fees and closing
costs. We funded the purchase through a Yen-denominated
line of credit with Sumitomo Mitsui Banking and Australian
dollar cash on hand. We followed SFAS, No. 141, and approxi-
mately AU$o.1 million of the aggregate purchase price has
been allocated to acquired fixed assets, AU$0.5 million has been
allocated to acquired working capital, AU$1.4 million has
been allocated to identifiable customer lists and AU%$o.1 mil-
lion has been allocated to a non-compete agreement, with
the identifiable customer lists and non-compete agreement
amortized over five-year useful lives, The residual AU%4.0 mil-
lion of the aggregate purchase price has been allocated to
goodwill, which is subject to a periodic impairment assess-
ment in accardance with SFAS No. 142.

DISCONTINUED OPERATIONS

During zoo5, we settled litigation with JOBA, Inc., a franchisee
of our former Voicecom business segment. The parties to the
consolidated action and certain other individuals and entities
entered into a settlement agreement, which provided for pay-
ment in the aggregate of approximately $1.1 million to JOBA
by our subsidiary, Voice-Tel Enterprises, LLC, and by Voicecom
Telecommunications, LLC, an unrelated party which purchased
substantially all of the assets of our Voicecom business
segment in March 2002. Approximately $0.g million of this
aggregate settlement payment was funded by Voice-Tel and
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approximately $o.2 million was funded by Veicecom in con-
sideration, for among other things, dismissal of the litigation
with prejudice, mutual releases and covenants not to sue,
and termination of the JOBA franchise, Voice-Tel’s portion

of the settlement amount and approximately $0.4 million in
legal fees and expenses were accrued as of June 30, 2005
and included in the “Discontinued operations” line itern in
our 2005 consolidated statements of operations. During
2005, we also changed the estimated lability for certain
lease obligations associated with the discontinued opera-
tions of our former Vpicecom reportable segment. The change
is associated with the failure to sublease certain floor space
that was assumed in the original estimate,

[ NOLENBRO GERIJANDIEQUIRM EN]

Property and equipment at December 31, 2007 and 2006 is as
follows (in thousands):

2007 2006
Operations equipment $ 119,632 % 149,211
Furniture and fixtures 9,474 12,870
Qffice equipment 10,235 22,075
Leasehold improvements 19,438 19,308
Capitalized spftware 55,412 47,053
Construction in progress 22,931 14,305
Building 1,964 1,933
239,086 266,755
Less accumulated depreciation (128,319) (178,693)

Property and equipment, net 5110767 % 88,062

During 2007, we performed a physical inventory of our
property and equipment. As a result of this inventory, we
determined that approximately $82.8 million of fully depreci-
ated fixed assets were no longer in service, As a result, these
assets and the related equal amounts of accumulated depre-
ciation are reflected as retirements in our 2007 consolidated
financial statements,

Assets under capital leases included in property and equipment
at December 31, 2007 and 2006 are as fotlows (in thousands):

2007 2006
Operations equipment $9,066 %6165
Less accumutated depreciation (a,185) (2,078)
Property and eguipment, net $ 4,881 $ 4,087

| o0 6 GOCHUILL AND INTANGIGLE ASETS |

Goodwill and intangible assets consist of the following
amounts for December 31, 2007 and 2006 (in thousands):

2007 2006
Goodwill $ 337,246 § 295,185
Customer lists $129,204 % 116,012
Non-compete agreements 5,570 4,264
Developed technology 41,626 36,630
Trademarks 1,300 -
Other 505 882

$178,205 $ 157,788
(135,090) (119.431)
S 43,115 % 38,357

Less accumulated amortization
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Goodwilt and intangible as: ets by reportable business segment at December 31, 2007 and 2006 (in thousands):

NORTH ASta
AMERICA EUROPE PACIFIC TOTAL

Goodwill carrying value at Dec 'mber 31, 2005 $235,453  $21,i86 $ 916  $257,565
Additions and adjustments 33,005 1,370 3,245 37,620
Goodwill carrying value at Dec ‘mber 31, 2006 268,458 22,556 4,171 295,185
Additions and adjustments 17,689 23,973 399 42,061
Goodwill carrying vatue at De ember 31, 2007 $286,147 $46,529 $4,570 5337246
Intangibles carrying value at D :wember 31, 2005 34,753 4,459 450 39,662
Additions and adjustments 10,089 413 1,211 11,713
Amortization (11,515) (1,290 (213) (13,018)
Intangibles carrying value at D :cember 31, 2006 33,327 3,582 1,448 38,357
Additions and adjustments 10,529 9,756 132 20,417
Amortization (13,484) (1,739) (436} (15,659)
Intangibles carrying value at | 'ecember 31, 2007 $ 30,372 $11,599 SL144 S 43,115

Intangible assets are amorl ized over an estimated useful life
between one and five years , Amortization expense for the
intangible assets above is « xpected to be $15.5 million in
2008, $11.7 million in zoog $7.2 million in 2010, $5.2 million
in 2011, $2.4 million in 201: and $1.2 million thereafter.

O 7 DEBTEONESS R

Long-term debt and capital lease obligations at December 31,
2007 and 2006 are as follo vs (in thousands):

2007 2006
Borrowings on line of credit $264,935 $134,456
Capital lease obligations 4,546 4,326
Subtotal $269,481 $138,782
Less current portion {1,664) (2,044)

$267,817 $136,738

In December 2007, we expi nded the committed amounts

of our credit facility by $25 o million from $300.6 million to
$325.0 million, which was urther expanded to $375.0 million
in January 2008. We paid le 35 than $0.1 millien of financing
costs for each expansion o' our line of credit. Our credit facility
also provides for an uncom mitted accordion feature allowing
for an additional increase t p to $400.0 million of the revolving
credit line, subject to its ter as and conditions. Our credit facility
is subject to customary con 2nants for secured credit facilities
of this nature. Certain of o r material domestic subsidiaries
have guaranteed our obliga ions under the credit facility, which
is secured by substantially il of our assets and the assets of
our material domestic subsi fiaries. In additian, we have pledged
as collateral all of the issuc d and outstanding stock of our
material domestic subsidia ies and 65.0% of our material
foreign subsidiaries.

In Aprit 2007, we entered it to an amendment to our credit
facility which inserted into :he applicable margin pricing grid a
new tier based on a total le serage ratio of 2.5 times or greater,
increased the permitted co venant level of the consolidated
total leverage ratio and am :nded certain other provisions to
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allow us to | urchase, redeem or otherwise acquire up to an
additional $:50.0 million of our common stock during 2007,
of which apy roximately $122.5 million has been used to fund
our self-tenc er offer in the second guarter of 2007.

We believe t1at as of December 31, 2007, we were in compli-
ance in all v aterial respects with all covenants under our line
of credit anc have obtained any required waivers or consents
from lender:, as applicable. Proceeds drawn under our credit
agreement riay be used for refinancing of existing debt,
working cap tal, capital expenditures, acquisitions and other
general corp orate purposes. The annual interest rate appli-
cable to bor owings under the line of credit, at our option, is
the base rat : (the greater of the federal funds rate plus 0.5%
or the Bank Jf America prime rate) or LIBOR, plus, ineach
case, an apt licable margin which will vary based upon our
leverage ratiJ at the end of each fiscal quarter. At December 31,
2007, the af plicable margin with respect to base rate loans
was 0.0%, a1d the applicable margin with respect to LIBOR
loans was 1.50%. At December 31, 2007, our interest rate on
30-day LIBOR loans was 6.10%. As of December 31, 2007, we
had approxi nately $264.9 million of borrowings outstanding
and approxi nately $1.8 million in letters of credit outstand-
ing under ol r line of credit. As of December 31, 2006, we had
approximate ly $134.5 million of borrowings outstanding and
approximate ly $1.4 million in letters of credit outstanding
under our line of credit.

In February 006, we entered into a three-year $50.0 million
interest rate swap at a fixed rate of 4.99% plus applicable
spread, and in August 2006, we entered into two separate
three-year $12.5 million interest rate swaps at 5.135% and
5.159% resg ectively. These swaps were exclusive of our applic-
able margin 3s stated in our credit facility. We did not designate
these intere st rate swaps as hedges and accounted for them

in accordan: e with $FAS No. 133. During the second quarter of
2007, we teiminated these interest swaps and recorded a gain
of approxim itely $0.4 million in “Interest expense” in the
accompanyi 1g consolidated statement of operations. Changes
in fair value nrior to the termination of these swaps were approxi-
mately $0.1 million for the six months ended June 30, 2007,
and are recc gnized in earnings.




In August 2007, we entered into two $100.0 million two-year
interest rate swaps at a fixed rate of approximately 4.99%
plus applicable spread. In December 2007, we amended the
life of one of the $100.0 million swaps to three years and
reduced the fixed rate to approximately 4.745%. These swaps
are exclusive of our applicable margin as stated in our credit
facility. We did not designate these interest rate swaps as hedges
and account for them in accordance with SFAS No. 133. Changes
in fair value, which were approximately $0.2 million of income
for the twelve months ended December 31, 2007, are recog-
nized in earnings.

In March and September 2006, we entered into our Yen-
denominated line of credit for ¥200.0 millien and ¥300.0 mil-
lion, respectively, with Sumitomo Mitsui Banking which have
interest rates of 1.875% and 1.61%, respectively, through
March 2008. In May 2007, the ¥200.0 million line of credit
was amended to ¥300.0 million. As of December 31, 2007,
there were no outstanding borrowings under these facilities.

We have entered into various capital leases for the purchase
of operating equipment. These capital leases have interest
rates ranging from 3.1% to 10.3% and terms ranging from

36 months to 60 months. The principal balance of these
leases at December 31, 2007 was $4.5 million.

i O EENE QL e A DICOMEEN SATION |

On January 1, 2006, we adopted, using the modified prospective
application, SFAS No. 123(R} which requires all share-based
payments to employees, including grants of employee stock
options, to be recognized in the financial statements based
on their fair values and did not change the accounting guid-
ance for share-based payment transactions with parties
other than employees provided in SFAS Neo. 123, “Account-
ing for Stock-BasedCompensation” (SFAS No, 123), as origi-
nally issued and Emerging Issues Task Force (EITF) 96-18,
“Accounting for Equity Instruments That Are Issued to Other
Than Employees for Acquiring, or in Conjunction with Selling,
Goods or Services.”

Upon our adoption of SFAS No. 123(R), we began recording
compensation cost related to the continued vesting of all
stock options that remained unvested as of January 1, 2006,
as well as for all new stock option grants after our adaoption
date. The compensation cost recorded i< based on the fair
value at the grant date, The adoption of SFAS No, 123(R)

did not have an effect on our recognition of compensation
expense relating to the vesting of restricted stock grants.
SFAS No. 123(R} required the elimination of the unearned
compensation related to earlier awards against the appropri-
ate equity accounts. As of December 31, 2007, approximately
$22.5 million of unvested restricted share compensation has
been reclassified to “Additional paid in capital” on the face of
the consolidated balance sheet.
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Prior to the adoption of SFAS No. 123(R), cash flows resulting
from the tax benefit related to equity-based compensation was
presented in our operating cash flows, along with other tax
cash flows, in accordance with the provisions of EITF 0o-15,
“Classification in the Statement of Cash Flows of the Income
Tax Benefit Received by a Company upon Exercise of a Non-
qualified Employee Stock Option,” (EITF 00-15). SFAS No. 123(R}
superseded EITF 0o-15, amended SFAS No. g5, “Statement of
Cash Flows,” and requires tax benefits relating to excess equity-
based compensation deductions to be prospectively presented
in our statement of cash flows as financing cash inflows.

We may issue restricted stock awards, stock options,

stock appreciation rights, restricted stock units and other
stock-based awards to employees, directors, non-employee
consultants and advisors under the following equity-hased
compensation plans: our 1995 Stock Plan, 2000 Directors
Stock Plan and 2004 Long-Term Incentive Plan. Options
issued under these plans, other than the directors plan, may
be either incentive stock options, which permit income tax
deferral upon exercise of options, or non-qualified options not
entitled to such deferral. These stock plans are administered
by the compensation committee of our board of directors.

A total of 9.65 million shares of our commen stock have been
reserved in connection with awards under our 1995 plan. The
maximum number of awards and the maximum fair market
value of such awards that may be granted under our 1995 plan
during any one calendar year to any one grantee are 1.0 mil-
lion shares and $4.0 million, respectively.

Only non-employee directors can participate in our directors
plan. Under our directors plan, a total of 2.0 million shares
of our common stock have been reserved in connection with
awards. No more than 10% of awards may be granted in the
form of restricted stock, subject to antidilution adjustments,
and only nonqualified options may be granted under our
directors plan.

Under our 2004 plan, a total of 4.0 million shares of our com-
mon stock have been reserved in connection with awards. The
maximum number of awards and the maximum fair market
value of such awards that may be granted under our 2004 plan
during any one calendar year to any one grantee are 1.0 mil-
lion shares and $8.0 million, respectively. No more than 50%
of awards may be granted in the form of “fuil value™ awards,
such as restricted stock, subject to anti-dilution adjustments
under our 2004 plan.

As of January 1, 2006, we had issued two types of equity-based
payment arrangements: non-qualified stock options and restricted
stock awards. The expenses associated with these arrangements
are recorded in cost of revenues, selling and marketing, research
and development and general and administrative expense.
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STOCK OPTIONS
The foilowing table summe rizes the activity of stock options under our stock plans from December 31, 2004 to December 31, 2007:
WEIGHTED-
AVERAGE AGGREGATE
EXERCISE INTRINSIC
OPTIONS PRICE VALUE
Options outstanding at Decer ber 31, 2004 4,891,961 % 6.59 $21,471,047
Granted 669,500 9.7¢
Exercised (1,507,860) 565 % 7,339,585
Expired (260,209) 11.07
Options outstanding at Decer iber 31, 2005 3,793,392 § 7.20 $ 6,887,563
Granted - -
Exercised (601,312) 418 $ 2,453,972
Expired (540,607) 10.35
Options outstanding at Dece: 1ber 31, 2006 2,651,473 $ 725 % 6,779,212
Granted - -
Exercised (1,332,056) 6.42 % 8,564,617
Expired (216,728) 8.26
Options outstanding at Dece nber 31, 2007 1,102,689 S 8.04 5 7,504,989
Options exercisable at Decet \ber 31, 2007 1,011,674 S 7.79 5 7,145,631
The following table summ irizes information about stock options outstanding at December 31, 2007:
WEIGHTED-AVERAGE WEIGHTED-AVERAGE
WEIGHTE )- EXERCISE PRICE OF EXERCISE PRICE
RANGE OF . OPTIONS AVERAGE EX| RCISE QPTIONS OPTIONS OF OPTIONS
EXERCISE PRICES OUTSTANDING REMAINING LIFE OUTSTANDING EXERCISABLE EXERCISABLE
$ 0-53.00 255,750 1.44 $ 3.00 255,750 S 3.00
S 3.84-58.18 205,102 3.74 5719 198,102 $ 7.16
S 8.53-58.81 229,168 4,16 $ 8.67 229,168 S 8.67
S 8.92-511.32 230,169 5.23 $11.06 146,154 §11.02
$11.34-511.34 42,000 5.38 $11.34 42,000 511.34
5$11.53-511.53 140,500 4.48 $11.53 140,500 $11.53
1,102,689 3.76 $ 8.04 1,011,674 $ 7.79
During 2007 and 2006, nc stock options were granted. During RESTRICTED STOCK
2005, there were no stack options granted whose exercise . . o .

R . r i k
price was less than the m. rket price of the stock on the date of ;cvzrgg?::;j t::rlztsouc?mlz;;zsefi;:qe;:;::;:‘g:: ristzréc;e(:;toc
the grant. Options exercis ible at December 31, 2007, 2006 and oLk p 3L 4

. December 31, 2007:
2005 were 1,011,674, 2,18 2,939 and 2,212,556, respectively.
WEIGHTED- AGGREGATE
For the years ended Dece. nber 31, 2007 and 2006, we recog- AVERAGE INTRINSIC

nized equity-based compt nsation expense of $0.8 million SHARES FRICE VALUE
and $2.6 miltion, respecti ely, related to the vesting of stock Outstanding at
options. As of December : 1, 2007, we had $0.3 million of December 31, 2004 1,328,000 $ 591
~ unvested stock options, v hich we will record in our statement Granted 1,513,293 $10.29
: of operations over a weig ited-average recognition period of VESte.df'Eleased (1432,631) § 6.34  $14,662,575
tess than four years. Forfeitec (18,832) $11.27
Qutstanding at
December 31, 2005 1,389,830 $10.17
Granted 2,100,579 8.29
Vested/ieleased {901,908} 9.01 $ 7,562,295
Forfeitec (50,333) 8.23
Outstanding at
December 31, 2006 2,498,168 % 9.00
Granted 1,003,606 12,71
Vested/ eleased {930,978) 9.60 $11,867,473
Forfeitedl (118,665) 9.22
QOutstandin;; at
December 31, 2007 2,452,131 510.28
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For the years ended December 31, 2007 and 2006, we recog-
nized equity-based compensation expense of $9.8 million and
$7.2 million, respectively, related to the vesting of restricted
stock. As of December 31, 2007, we had $22.5 million of
unvested restricted stock, which we will record in our state-
ment of operations over a weighted-average recognition
period of less than five years.

We are required to estimate the expected forfeiture rate,

as well as the probability that perfarmance conditions that
affect the vesting of certain awards will be achieved, and
only recognize expense for those shares expected to vest.
We estimate that forfeiture rate based on historical experi-
ence of our stock-based awards that are granted, exercised
and voluntarily cancelled. If our actual forfeiture rate is
materially different from our estimate, the stock-based com-
pensation expense could be significantly different from what
we have recorded in the current period. In prior periods, we
assumed a forfeiture rate of 0% for restricted stock awards.
During the year ended December 31, 2007, we elected to
adjust our forfeiture rate 10 1.5%. The financial impact of
this adjustment was $0.3 million and was recognized as a
reduction of equity-based compensation in the quarter
ended December 31, 2007, pursuant to SFAS No. 123(R).

In the year ended December 31, 2005, we recognized approxi-
mately $7.5 million in non-cash stock compensation expense
for restricted shares and options issued for services. Of this
expense, $4.9 million related to restricted stock grants and
stock honuses associated with amended and restated employ-
ment agreements and restricted stock agreements entered

into in April 2005, effective as of January 1, 2005, with fwo
named executive officers, $2.4 million related to restricted
stock grants to other employees and board members,
$0.2 million related to payroll taxes withheld and remitted
on behalf of employees on the vesting of restricted stock
grants, $(0.3) million related to stock options accounted
for under variable accounting because the market value of
our common stock was greater than the exercise price of a
portion of the options, and $0.3 million was as a result of
the modification of a director stock option grant.

NOTEPONFARNING SIPERISHARF
BASIC AND DILUTED NET INCOME PER SHARE

Basic earnings per share is computed by dividing net income
available to common shareholders by the weighted-average
number of common shares outstanding during the period.
The weighted-average number of common shares outstand-
ing does not include any potentialty dilutive securities or any
unvested restricted shares of common stock. These unvested
restricted shares, although classified as issued and outstand-
ing at December 31, 2007, 2006 and 200y are considered
contingently returnable until the restrictions lapse and will
not be included in the basic net income per share calculation
until the shares are vested.

Diluted net income per share gives effect to alt potentially
dilutive securities. Our outstanding stock options, warrants and
unvested restricted shares are potentially ditutive securities
during the years ended December 31, 2007 and 2006. The dif-
ference between basic and diluted weighted-average shares
outstanding was the dilutive effect of stock options, warrants
and the unvested restricted shares computed as follows:

YEAR ENDED YEAR ENDED YEAR ENDED
DECEMBER 31, 2007 DECEMBER 31, 2006 DECEMBER 31, 2005
WEIGHTED- WEIGHTED- WEIGHTED-
NET AVERAGE  EARNINGS NET AVERAGE EARNINGS NET AVERAGE EARNINGS
INCOME SHARES  PER SHARE INCOME SHARES PER SHARE INCOME SHARES PER SHARE
Basic EPS $33.355 62,654,287 S0.53 $25,509 68,932,676 $0.37 547,417 70,391,912 $0.67
Effect of dilutive securities:
Stock options - 588,264 - - 599,152 - - 872,440 -
Warranis - - - - - - - 6,240 -
Unvested restricted shares - 697,575 - - 254,853 - - 1,094,952 -
Diluted EPS $33,355 63,940,126 $0.52  $25,509 69.786,681 $0.37  $47.417 72,365.544 $0.66

The weighted-average diluted common shares cutstanding
for the year ended December 31, 2007 excludes the effect
of 6,000 of out-of-the-money options and restricted shares
because their effect would be anti-dilutive. The weighted-

average diluted commaon shares outstanding for the years
ended December 31, 2006 and 2005 excludes the effect of
$2.3 million and $1.7 million, respectively, of out-of-the-
money options, warrants and restricted shares because
their effect would be anti-dilutive.
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Accrued expenses at Decer iber 31, 2007 and 2006 are as
follows (in thousands):

2007 2006
Accrued wages and wage relat >d taxes 513,434 $ 8,776
Accrued sales commissions 3,357 3,713

Office expenses (deferred rent
utilities, supplies, etc.) 1,758 1,297
Acquisition liabilities 3,297 462
Employee benefits 3,769 2,340
Accrued professional fees 5,411 4,071
Discontinued operations lease liability - 1,155
Travel and meeting expenses 115 608
Interest payable 1,041 261
Asset retirement obligation 386 501
Other 4,708 5,513
$37,276  $28,697

STATE SALES TAXES

We have reserves for certa n state sales tax contingencies
based on the likelihood of sbligation in accordance with
SFAS No. 5. Historically, we have not collected and remitted
state sales tax from Confel 2ncing & Collaboration Solutions
customers. We were audit« d by the Commonwealth of
Massachusetts Departmer ! of Revenue claiming that our
audio conferencing service 5 are subject to sales tax in
Massachusetts. In March z 206, we began assessing sales
tax to our customers in Ma ssachusetts as a result of this
audit. In July 2006, we paic an initial payment of approxi-
mately $1.2 million to the t ommonwealth of Massachusetts
Department of Revenue fo taxable years prior to 2005.
Amounts associated with : 0os and early 2006 are still under
review and have yet to be .ettled. After we were approached
by the State of illinois in M arch 2007 regarding the taxability
of our conferencing servic s in the state, we began assessing
sales tax to our customers in lllinois in April 2007. Returns
were filed and approximat :ly $0.6 million was paid to the
lllinois Department of Revi-nue for taxable periods prior to
March 2007. Additional an ounts may be due as these returns
are audited. More states n ay claim that we are subject to

an assessment of sales ta; es. As of December 31, 2007 and
December 31, 2006, we hz 1 reserved approximately $5.2 mil-
lion and $4.3 million, resp :ctively, for certain state sales tax
contingencies. This amour tis included in “Accrued taxes”™ in
our consolidated balance heets. We believe we are appro-
priately accrued for these :ontingencies. In January 2008,

an outstanding audit with he State of New York was agreed
to and payment in the am« unt of $1.5 million was made for
outstanding telecommuni: ations excise taxes. In the event
that actual resuits differ fr ym these reserves, we may need to
make adjustments which « ould materially impact our financial
condition and results of o .erations. Historically, we have
collected and remitted sal :s tax from our non-Conferencing
& Collaboration Solutions customers in applicable states.
However, it is possible sta es may disagree with our method
of assessing and remitting these state sales taxes.
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The carryin ; amount of cash and cash equivalents, accounts
receivable iind payable and accrued expenses approximates
fair value d 1e to their short maturities. The carrying value of
our lines of credit and capital lease obligations do not vary
materially f-om fair value at December 31, 2007 and 2006.
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We sponso - a defined contribution plan covering substantially
all of our U 5. employees. We also sponsor similar voluntary
contributio 1 arrangements for certain of our employees out-
side the U.'5. that meet applicable eligibility requirements, We
may make :ontributions for the benefit of employees under
these plans . In 2007, 2006 and 2005, we paid cash of approxi-
mately $1.¢ million, $2.1 million and $1.9 million, respectively,
to fund our discretionary employee contributions under our
defined contribution plans.

[ RIS 15, RELATED PARTY "RARGACTIONS |
NOTES RECEIVABLE, SHAREHOLDER

We have made loans in prior years to our chief executive
officer and to a limited partnership in which he has an
indirect int 2rest, pursuant to extensions of credit agreed to
by us prior to July 30, 2002. These loans were made pursuant
to his then current employment agreement for the exercise
price of ceitain stock options and the taxes related thereto.
Each of the se loans is evidenced by a recourse promissory
note bearir g interest at the applicable federal rate and secured
by the com mon stock purchased. These loans mature between
2009 and : 010, These loans, including accrued interest, are
recorded it the equity section of the consolidated balance
sheets unc er the caption “Notes receivable, shareholder.”
During the twelve months ended December 31, 2007, our chief
executive ¢ fficer repaid approximately $0.4 million of his out-
standing lt ans to us. The principal amount outstanding under
all remainiag loans owed to us by our chief executive officer
is approxiriately $1.7 million as of December 31, 2007,

(993 f2 14, CONMMNTRIENTTS ARD CONTINEENIUES |
OPERATING LEASE COMMITMENTS

We lease computer equipment, automobiles, office space and
other equi >ment under noncancelable lease agreements. The
leases ger erally provide that we pay the taxes, insurance and
maintenar ce expenses refated to the leased assets, Future
minimum lease payments for noncancelable operating leases
as of Dece nber 31, 2007 are as follows {in thousands):

2008 $10,931
2009 5,278
2010 5,904
2011 4,242
2012 3,613
Thereafter 13,087

Met minimu 1 lease payments $46,055




Rent expense under operating leases was $9.3 million, $11.4 mil-
lion and $12.9 million for the years ended December 31, 2007,
2006 and 2005, respectively. Facilities rent is reduced by sub-
lease income of approximately $0.1 million, $¢.5 million and
%0.6 million for the years ended December 31, 2007, 2006
and 2005, respectively. In 2007, 2006 and 2005, facilities
rent was reduced by approximately $0.3 million, $0.6 million
and $0.7 million, respectively, associated with contractual
obligations provided for in the restructuring charge.

SUPPLY AGREEMENTS

We purchase telecommunications services pursuant to supply
agreements with telecommunications service providers. Some
of our agreements with telecommunications service providers
contain commitments that require us to purchase a minimum
amount of services through 2009. These costs are $7.6 mil-
lion in 2008 and $0.8 million in 2009. The total amount of the
minimum purchase requirements in 2007 was $16.8 mitlion,
of which we incurred costs in excess of these minimums.

GOVERNMENT REGULATION

We have received, and certain companies that we acquired
had received, letters from the Investigations and Hearing
Division of the FCC’s Enforcement Bureau regarding registra-
tion, filing and regulatory surcharge remittance requirements
applicable to traditional telephone companies. In each case,
we have responded to the FCC’s inguiries. In addition, certain
of aur competitors have received such letters and/or are involved
in investigations before the FCC or the Universal Service
Administrative Company {USAC) regarding registration, filing
and surcharge remittance requirements, and we could be
adversely affected by the outcome of such investigations. In
the course of one such investigation, on January 15, 2008,
USAC issued a decision finding that the audio bridging services
of InterCall, Inc. are toll teleconferencing services, requiring
InterCall to comply with the FCC's registration, filing and
regulatory surcharge remittance requirements applicable

to traditional telephone companies on a prospective and
retroactive basis. interCall has appealed the USAC decision
to the FCC and has sought a stay of the USAC decision. The
FCC, in turn, has issued a public notice seeking comments
regarding InterCall's submissions. We believe that we operate
as a provider of unregulated information services. Conse-
quently, we do not believe that we are subject to the FCC
regulations applicable to providers of traditional telecom-
munications services in the U.S. We believe that we exercise
reasonabie efforts to monitor telecommunications laws,
regulations, decisions and trends and to comply with any
applicable legal requirements, if we fail to comply with

any applicable government regulations or if we are required
to submit to the jurisdiction of such government authorities
as a provider of traditional telecommunications services in
the same manner as described in USAC’s decision regarding
InterCall, we could be temporarily prohibited from providing
portions of our services, be required to restructure portions

of our services or be subject to reporting and compliance obli-

gations on both a prospective and retroactive basis, including
being subject to litigation, fines, forfeitures, regulatory sui-
charge remiftance requirements {on both a prospective and

retroactive basis) and/or other penalties arising from any
non-compliance. Subjecting our services to these regula-
tions, particularly if on a retroactive basis, could have a
material adverse affect on our financial condition and
results of pperations.

LITIGATION AND CLAIMS

We have several litigation matters pending, including matters
described below, which we are defending vigorously. Due to
the inherent uncertainties of the litigation process and the
judicial system, we are unable to predict the outcome of such
litigation matters. If the outcome of one or more of such mat-
ters is adverse to us, it could have a material adverse effect
on our business, financial condition and resuits of operations.

On August 21, 2006, a lawsuit was filed in the U.S. District
Court for the Eastern District of Texas by Ronald A. Katz
Technology Licensing, L.P. against three conferencing service
providers, including us, alleging that the defendants’ “auto-
mated telephone conferencing systems that enable [their]
customers to perform multiple-party meetings and various
other functions over the telephone” infringe six of plaintiff's
patents. The complaint seeks undisclosed manetary damages,
together with pre- and post-judgment interest, treble dam-
ages for what is alleged to be willful infringement, attorneys’
fees and costs and injunctive relief. On October 16, 2006,

we filed our answer, affirmative defenses and counterclaim
to the complaint, including seeking declaratory judgment of
noninfringement, invalidity and unenforceability and attor-
neys’ fees and costs. On January 25, 2007, plaintiff amended
its complaint to also add our subsidiary, ATS, as a party. On
March 20, 2007, a multidistrict litigation panel granted a
motion to consolidate 25 pending infringement suits, includ-
ing our suit, brought by Katz against various defendants to
the District Court in California. Discovery is ongoing.

On May 18, 2007, Gibson & Co. Ins. Brokers, Inc. served an
amended complaint upon us and our subsidiary, Xpedite, in

a purported class action entitled, Gibson & Co. Ins. Brokers,
Inc., et al. v. The Quizno’s Corporation, et al., pending in

U.S. District Court for the Central District of California, The
underlying complaint alleges that Quizno's sent unsolicited
fax advertisements on or about November 1, 2005 in violation
of the federal Telephone Consumer Protection Act of 1991, as
amended, and seeks damages of $1,500 per fax for atleged
willful conduct in sending of the faxes. On June 26, 2007,

we answered the plaintiff’s amended complaint, including
asserting cross-claims against the Quizno’s defendants. On
lune 29, 2007, the Quizno’s defendants filed their answer and
asserted cross-claims against us. On July 31, 2007, the court
entered an arder in which it granted certain Quizno’s defen-
dants’ motion to dismiss and denied the motion with respect
to other Quizno’s entities. On September 7, 2007, plaintiff
proceeded to file another amended complaint against the
Quizno's defendants, Growth Partners (Quizno's consultant),
us. On September 21, 2007, we filed our answer and affirma-
tive defenses, Certain Quizno’s defendants filed a Motion to
Dismiss, which was denied by the Court on December 7, 2007.
Subsequently, we fited cross-claims against the other defen-
dants and the Quizno's defendants filed cross-claims against
us. The case is currently in discovery, and no class has yet
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been certified. We have as: erted indemnity rights against our
customer Quizno's, a defer dant in this case, and insurance
coverage against our insur ir. Our insurer has agreed to par-
ticipate in our defense in ¢ wnection with the plaintiff’s claims
against us, subject to cert: in reservations of rights and the
terms of the policy, includi g policy limits and deductibles.

On February 12-13, 2008, 1 1e parties engaged in mediation.
The parties have reached : global settlement in principle that
should resolve all claims a1d cross-claims and have filed a
stipulation with the court i xforming the court and extending
the various deadlines. The settiement is subject to final docu-
mentation by the parties a1d approval by the court. Our finan-
cial contribution to the set lement will be well below the limits
of our insurance policy.

We are also involved in va ious other legal proceedings which
we do not believe will havi: a material adverse effect upon
our business, financial cor dition or results of operations,
although no assurance ca' be given as to the ultimate out-
come of any such proceed ngs.

[ TOE 4 3 INCORIE TVEES )

Income tax expense (bene fit) from continuing operations for
2007, 2006 and 2005 is a: follows (in thousands):

2007 2006 2005

Current:
Federal $ 6685 $ 5555 %6845
State 1,536 2,546 1,576
International 6,860 3,289 5,305
$15,081 $11,390 $13,726

Deferred:
fFederal $128¢ 32729 % 4544
State 932 (367) 1,167
International {506) {100) 2,173
1,710 2,262 7,884
$16,791  $13,652  $21,610

The difference between tl e statutory federal income tax rate
and our effective income ax rate applied to income before
income taxes from contin ling operations for 2007, 2006 and
2005 is as follows (in tho 1sands):

Income tax expense, income taxes payable and deferred

tax assets .ind liabilities are determined in accordance with
SFAS No. 109. Under SFAS No. 109, the deferred tax liabilities .
and assets are determined based on temporary differences
between tt e basis of certain assets and liabilities for income
tax and fini ncial reporting purposes, in addition to net operat-
ing toss carsyforwards which will more likely than not be utilized.
These diffe rences are primarily attributable to differences in
the recogn tion of depreciation and amortization of property,
equipment and intangible assets, allowances for doubtful
accounts and certain employee benefit accruals. Deferred

tax assets and liabilities are measured by applying enacted
statutory t 1 rates applicable to future years in which the
deferred t: x assets or liabilities are expected to be settled or
realized. Viluation allowances are established when neces-
sary to reduce deferred tax assets to the amount expected to
be realizec . Permanent differences are primarily attributable
to non-dec uctible employee compensation as outlined in
Section 16 2(m) of the tax code.

On July 13, 2006, the FASB issued FIN No. 48 which clarifies the
accountin:; for uncertainty in income taxes recognized in an
entity’s financial statements in accordance with FASB No. 109
and presciibes a recognition threshold and measurement
attributes for financial statement disclosures of tax positions
taken or e (pected to be taken on an income tax return. Under
FIN No. 4¢, the impact of an uncertain incoms tax position

on the inc yme tax return must be recognized at the largest
amount that is more-than-likely-than-not to be sustained upen
audit by the relevant taxing authority. An uncertain income tax
position will not be recognized if it has less than a 50% like-
lihood of Ireing sustained. Additicnally, FIN No. 48 provides
guidance »n derecognition, classification, interest, penalties
and disclc sures, FIN No. 48 is effective for fiscal years begin-
ning after December 15, 2006.

We adoptd the provisions of FIN No. 48 on |anuary 1, 2007. We
recorded iabilities for certain international and state income
tax unceriain tax positions based on the recognition and meas-
urement « tandards of FIN No. 48. As a result of our adoption
of FIN No. 48, approximately $1.3 million was recorded as a
reduction to retained earnings as an increas: to reserves for
uncertain tax positions. At the adoption date of January 1, 2007,
we had ag proximately $6.3 million of unrecognized tax liabili-

) . Tederal 2007 2006 2005 ties. Included in the balance of unrecognized tax benefits at
ncome taxes at regera 0 - HTH H
statutory rate $17.551  $13.706  $24,603 January 1 2007 is appr.ommately $'5.6 mi“l(')-l.'l, all of which
State taxes, net of v_Nould gff act ou: effective tax rate if refqgn|z.ed. This amount
federal benefit (438) (209) 1,575 fs classifi z'd as “Income taxes payable” in the accompany-
Foreign taxes {1,651) (59) (348) ing consc lidated balance sheets. We file federal income tax
APB 23 difference (449) (548) - returns a 1d income tax returns in various states and inter-
Change in valuation allowan e 2,303 186 (1,936) national j srisdictions. In major tax jurisdictions, tax years from
Change in previous estimate s 140 229 (916) 1997-20¢ 6 remain subject to income tax exa minations by tax
Foreign tax credits, net (468) (974) (1,885) authorities. A reconciliation of unrecognized tax benefits at
Research and the begir ning and end of year is as follows (in thousands):
development credits (341) (s00) (1,016)
Non-deductible Balance a January 1, 2007 $6,273
employee compensation 989 791 1,408 Increase rilated to cusrent year -
Other permanent difference ; 214 1,030 125 Expiration of the statute of limitation
Derecognition of uncertain for the assessment of taxes {(553)
tax matter (1,063) - - Re-measu -ement of prior liability (317)
Income taxes at Decrease lue to assessed liability (889)
our effective rate 516,791  $13,652  $21,610 Other 45
Balance at December 31, 2007 $4,559
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Included in the unrecognized tax benefits of $4.6 million at
December 31, 2007 was $1.4 million of tax benefits that, if
recognized, would reduce our annual effective tax rate. We
also accrued potential interest of $0.2 million and $0.1 mil-
lion, respectively, related to these unrecognized tax benefits
during 2007. In total as of December 31, 2007, we have
recorded a liability for potential penalties and interest of
$1.3 million and $0.1 million, respectively. In January 2008,
an outstanding audit with the State of New York was agreed
to and payment in the amount of $0.2 million including inter-
est was made. With the exception of this payment, we do not
expect our unrecognized tax benefits to change significantly
over the next 12 months,

As permitted with the adoption of FIN No. 48, we have changed
our classification of interest and penalties related to uncertain
tax positions and recognize these costs in interest and penalties
expense. As of December 31, 2007 and January 1, 2007, we had
accrued interest and penalties of approximately $1.3 million
and $0.9 million, respectively, related to uncertain tax positions.

In the normal course of business, we are subject to inguiries
from U.S. and non-U.S. tax authorities regarding the amount
of taxes due. These inquiries may result in adjustments of
the timing or amount of taxable income or deductions or the
allocation of income among tax jurisdictions. Further, during
the ordinary course of business, other changing facts and
circumstances may impact our ability to utilize income tax
benefits as well as the estimated taxes to be paid in future
periods. We believe we are appropriately accrued for income
taxes. In the event that actual results differ from these esti-
mates, we may need to adjust “Income taxes payable™ which
could materially impact our financial condition and results
of operations.

Differences between the financial accounting and tax basis
of assets and liabilities giving rise to deferred tax assets and
liabilities are as follows at December 31 (in thousands):

2007 2006
Deferred tax assets:

Net operating loss carryforwards 513,416  $12,375
Intangible assets 7,071 6,233
Restructuring costs 1,242 2,515
Accrued expenses 1,225 2,381
Other tax credits 1,053 5,075
Gross deferred tax assets $24,007  $28,579
Valuation allowance (9,888) (9,496)
Total deferred tax assets $14,019  $15,083

Deferred tax liabilities:

Property and equipment $ (312) 32,073

Intangible assets (7.041) (5,200)
Other liabilities {126) (557)
Total deferred tax liabilities (7.479) (7.830)

Deferred income taxes, net S 6540  $11,253

We are required to estimate our taxes in each jurisdiction in
which we operate. This process involves management esti-
mating its tax exposure together with assessing temporary
differences resulting from differing treatment of items for tax
and accounting purposes. The ultimate recognition of uncer-
tain tax matters is realized in the period of resolution.

At December 31, 2007, we had federal income tax net operating
loss carryforwards of approximately $5.¢ million expiring in
2008 through 2018. The utilization of some of our net operat-
ing losses is subject to Section 382 limitations due to a prior
change in control related to one of our previous acquisitions.
Tax benefits (expense) of approximately $3.3 million, $(c.2} mil-
lion, and $2.7 million in 2007, 2006 and 2005, respectively,
are associated with non-qualified stock option exercises, the
impact of which was (credited) debited directly to additional
paid-in capital.

We intend to reinvest the unremitted earnings of our non-
U.S. subsidiaries, with the exception of Japan, Australia and
New Zealand, and postpone their remittance indefinitely. In
2007 and 2006, we recorded approximately $o0.4 million and
$0.5 million, respectively, in future foreign tax credits associ-
ated with dividends expected to be received from our Japan,
Australia and New Zealand subsidiaries. No other foreign

tax credits for U.S. income taxes for non-U.5. subsidiaries
were recorded in the accompanying consolidated statements
of earnings.

During the year ended December 31, 2007, our valuation
allowance increased by approximately $o.5 million, primarily
a result of 2 $1.8 million increase in the valuation reserves
placed on certain current-year state and foreign operating
losses that, in management’s opinion, will more likely than
not remain unutilized and a $1.3 mitlion decrease due 1o the
transfer to the opening balance of cur FIN No. 48 reserve,

NCTER6SSTALEMENTIO BRI TG WINEORMATIONI

Supplemental disclosure of cash flow information (in thousands):

2007 2006 2005

Cash paid during the year for:

Interest 513,687 ¢ 7,872 % 6,111

Income taxes S 7,617  $164546 % 3,344
Net cash paid for

acquisitions, including costs

and liabilities assumed $47,749  $49,040  $79.915
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NON-CASH INVESTING Al D FINANCING ACTIVITIES

During 2007, 2006 and 2¢ )5, we paid approximately

$47.7 million, $49.0 millic 1 and $79.9 million, respectively,
for acquisitions accountec for as purchases. On an aggregate
basis, these costs were ali Jcated as follows and, as appli-
cable, at the exchange rat : on the date of the transaction

(in thousands):

2007 2006 2005
Accounts receivable $ 2593 §$ 2127 % 5030
Prepaids and other
current assets 2,723 94 716
Property and equipment 354 625 (3,079)
Deferred tax assets — current 1,043 1,663 -
Goodwill 19,224 35,601 66,079
Intangible assets 9,765 11,581 12,967
Long-term assets 25,731 9 21
Total assets acquired 61,433 51, 700 81,734
Current liabilities (5,537) (2,020) 460
Long-term liabilities (8.147) (500 (2,326)
Total liabilities assumed (13,684) (2.520) (1,866)
Impact of foreign exchange - (140) 47
Net assets acquired S 47,749 349,040  $79,915

As a result of fixed asset viluations from certain of our 2004
acquisitions not being fin: lized until 2005, a non-cash adjust-
ment of approximately $3 1 miltion to the property and equip-
ment line is reflected in th 2 above table.

[ WO 7. § JEIENT REFORTINE ]

Beginning in the fourth que rter of 2006, we realigned our report-
ing segments to be consis :lent with the way we now manage
our operations on a geogr: phic regional basis, with reportable
segments in North Americ 3, Europe and Asia Pacific and

no longer report results under our former Conferencing &
Collaboration and Data Cc mmunications segments.

information concerning ol r operations in our reportable
segments is as follows (in millions):

Year Ended December 31, 2007 2006 2005

NET REVENUES:
Net revenues from
continuing operations:

North America $356.7 $319.3 $321.4
Europe 103.3 93.0 99.1
Asia Pacific 99.7 84.2 77.0

$559.7 $496.5 $497.5

INCOME (LOSS):
Income (loss) from
continuing operations:

North America $ 233 § 215 $ 418
Europe 5.3 0.7} 23
Asia Pacific 4.8 4.7 4.6

S 334 $ 25.5 $ 48.7

(Loss) from
discontinued operations:
North America —Voicecom - - (1.3)

Net income $ 334 $ 255 $ 47.4
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‘Year Ended D :cember 31, 2007 2006
IDENTIFIABLE ASSETS:
North Am rica $470.5 $439.7
Europe 109.9 71.4
Asia Pacif ¢ 43.7 38.2

5624.1 $549.3

Informaticn concerning depreciation expense for each report-
able segm 2nt is as follows (in millions):

2007 2006 2005

North Amer ¢a 5239 518.2 $18.0

Europe 33 3.8 3.9

Asia Pacific 2.8 2.6 29
Total depreciation expense

from continuing operations $30.0 $24.6 $24.8

Informaticn concerning accrued capital expenditures for each
repartable segment is as follows (in millions):

2007 2006 2005

North Amer ca $45.0 528.4 $26.4

Europe 4.1 3.4 1.9

Asia Pacific 3.9 1.4 1.0
Total capi al expenditures

fram coiitinuing operations $53.0 533.2 $29.3

i | wove e SUBSEMENT YRS

)

In January 2008, we expanded the committed amounts under
the accord on feature of our line of credit by $50.0 miltion from
$325.0 mi tion to $375.0 million. We paid less than $0.1 mil-

lion of finz ncing costs for this expansion of our line of credit.




S EIE GIEDIQUARTER IR NAN GIAYDATA{(UNAUDITED)

The foltowing table presents certain unaudited quarterly consolidated statement of operations data for each of the eight quarters
in the periods ended December 31, 2007 and 2006. Certain prior quarter results have been reclassified to conform with current
periad presentation. The information has been derived from our unaudited financial statements, which have been prepared on
substantially the same basis as the audited consolidated financial statements contained in this annual report. We have presented
quarterly earnings per share numbers as reported in our earnings releases. The sum of these quarterly earnings per share numbers
may differ from annual earnings per share numbers due to rounding and the impact of the difference in the weighted shares
outstanding for the stand-alone periods. The results of operations for any quarter are not necessarily indicative of the results

to be expected for any future period.

FIRST SECOND THIRD FOURTH
QUARTER QUARTER QUARTER QUARTER TOTAL

Year Ended December 31, 2007
Net revenues §135,626 5138,019 5139.845 5$146,216  $559,706
Operating income 14,747 11,219 17,408 18,171 61,545
Net income 8,947 5,833 8,768 9.806 33,355
Net income per share - basic $ 013 § 009 S§ 015 $§ 016 S 053
Net income per share - diluted $ 013 $ 009 S 015 § 016 S 052

Year Ended December 31, 2006
Net revenues $121,726  $125,566 $122,118 $127.062 $496,472
Operating income 13,979 13,822 12,190 6,379 46,370
Net income 7,659 6,006 6,717 5.127 25,509
Net income per share — basic $ o011 % 009 $ 010 $ 008 § 037
Net income per share - diluted $ o011 $ 009 % 010 § 008 § 037

The results of operations in all the quarters in 2007 and 2006 include charges associated with some or all of the fotlowing:
equity-based compensation, restructuring costs, asset impairments and net legal settlements and related expenses.

During the 2007 year-end close process, we discovered an error in our reported second and third quarter 2007 condensed
consolidated statements of cash flows due to an inadvertent transposition of amounts. The amount of “Excess tax benefits from
share-based payment arrangements” was erroneously shown as an increase rather than a reduction in cash flows from operating
activities and a reduction rather than an increase in cash flows from financing activities. While these periods are not presented

in this annual report on Form 10-K, the table below illustrates the effects of the correction of the error on the six months ended
June 30, 2007 and the nine months ended September 30, 2007. Further, when we file our June 30, 2008 and September 30, 2008
quarterly reports on Form 10-Q, we will correct the prior year’s amounts.

SIX MONTHS ENDED NINE MONTHS ENDED
JUNE 30, 2007 SEPTEMBER 30, 2007
{in thousands) ASREPORTED  AS ADJUSTED ASREPORTED  AS ADJUSTED
Excess tax benefits from share-based payment arrangements $ 2,297 $(2,297) $ 2,510 $(2,510)
Net cash provided by operating activities $ 41,559 $36,965 $65,749 $60,729
Excess tax benefits from share-based payment arrangements $ (2.297) §$ 2,297 $2,5100 % 2,510
Net cash provided by financing activities $(12,707) % (8,113} ${5903) % (883)
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(UERD & CHADEES (1) AUD DISAGREEIETS
WIIHIAGEQUNFANILSIONIAGEE UNTING
IANDIEINARGIANDISGIGSURE

Not applicable.

IR 6 @O, GLS AUD CROCEIVRES |
DISCLOSURE CONTROLS # ND PROCEDURES

QOur management has evalt ated, under the supervision and
with the participation of oc r chief executive officer and chief
financial officer, the effecti 'eness of our disclosure controls
and procedures as of Dece nber 31, 2007. Based on that
evaluation, our chief execu :ive officer and chief financial
officer have concluded tha', as of December 31, 2007, our dis-
closure controls and proce: lures (as defined in Rules 13a-15(e)
and 15d-15(e) under the Ex shange Act), were effective and
designed to ensure that (a) information required to be dis-
closed in our reports filed | nder the Exchange Act is recorded,
processed, summarized an 1 reported within the time periods
specified in the SEC’s rules and instructions, and (b) infarma-
tion is accumulated and co nmunicated to our management,
including our chief executiv e officer and chief financial officer,
as appropriate to allow tim :ly decisions regarding required
disclosures.
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MANAGEMENT'S REPORT ON tNTERNAL
CONTROL OVER FINANCIAL REPORTING

Our manag :ment is responsible for establishing and maintain-
ing adequate internal control over financial reporting, as such
term is defined in Exchange Act Rules 13a-15{f)/15d-15(f).
Under the supervision and with the participation of our manage-
ment, including our principal executive officer and principal
financial of icer, we conducted an evaluation of the effective-
ness of our internal control over financial reporting based

on the fram ework in Internal Control - integrated Framework
issued by t 1e Committee of Sponsoring Organizations of

the Treadw iy Commission. Based on our evaluation under
the framewark in Internal Control — Integrated Framework,
our manag.:ment concluded that our internal control over
financial re jorting was effective as of December 31, 2007.

Deloitte & “ouche LLP, an independent registered public
accounting firm, has audited our consolidated financial
statements included in this annual report on Form 10-K as

of the three years ended December 31, 2007. The Report of
Independent Registered Public Accounting Firm on their audit
of managerient’s assessment of our internal control over
financial re yorting and their audit of the effectiveness of our
internal cor trol over financial reporting follows. The Report of
Independent Registered Public Accounting Firm on their audit
of our consnlidated financial statements is included at page 34
of this annt at report.

CHANGES 111 INTERNAL CONTROL OVER FINANCIAL REPORTING

There were no changes in our internal control aver financial
reporting d iring the quarter ended December 31, 2007 that
have mater ally affected, or are reasonably likely to materially
affect, our internal control over financial reporting.

—




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Premiere Global Services, inc.
Atlanta, Georgia

We have audited the internal control over financial reporting of Premiere Global Services, Inc. and subsidiaries {the “Company”)
as of December 31, 2007, based on criteria established in /aternal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission. The Company’s management is responsible for maintaining effective
internal cantrol over financial reporting and for its assessment of the effectiveness of internal control over financial reporting.
Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board {United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal centrol over financial reporting is a process designed by, or under the supervision of, the company’s prin-
cipal executive and principal financial officers, or persons performing similar functions, and effected by the company’s board of
directors, management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A
company's internal control over financial reporting inclides those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
{2) provide reasonable assurance that transactions are recorded as necessary ta permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could
have & material effect on the financial statements.

Because of the inherent limitations of internal controt aver financial reporting, including the possibility of collusion or improper
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely
basis. Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are
subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2007, based on the criteria established in Internal Control - integrated Framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),

the consolidated financial statements as of and for the year ended December 31, 2007 of the Company and our report dated
February 29, 2008 expressed an unqualified opinion on those financial statements and included an explanatory paragraph
regarding the Company’s adoption on January 1, 2006 of Statement of Financial Accounting Standards Ne. 123R “Share Based
Payment” and the Company's adoption on |anuary 1, 2007 of Financial Accounting Standards Interpretation Ne. 48, “Accounting
for Uncertainty in Income Taxes an interpretation of FASB Statement No. 109.”

/s/ DELOITTE & TOUCHE LLP

Atlanta, Georgia
February 29, 2008

ITEMISBNOIHERIINEORMATION

None.
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Certain information requirc d by Part |1l is omitted from this
report and is incorporated |y reference to our definitive proxy
statement pursuant to Reg ulation 14A for our 2008 annual
meeting of shareholders, v hich we will file not later than
120 days after the end of ti e fiscal year covered by this
annual report.

iLEME?RSECURIYIGWNERSHIBOH
BENEEIGIATROW,NERSTAN DIMANAGEMENiTS
N DR EVATEDISTOCKH O D ERIMATJHERS]

The inform ation required by this item is incorporated herein by

. reference t» our proxy statement under the headings “Security

Ownership of Certain Beneficial Owners and Management”
and “Equity Compensation Plan Information.”

IHEMETONDIRE GLORBYEXE GUNIVEHOBRIGERSIAND)
GO RBARNIEGOVERNANGE

The information required ! y this item is incorporated herein
by reference to our proxy < tatement under the headings
“Proposal 1: Election of Dilectors - Information Regarding
Nominees and Continuing Jirectors and Executive Officers,”
“Corporate Governance Mitters — Audit Committee™ and
“Section 16(a) Beneficial ( wnership Reporting Compliance.”

Our board of directors adoited our Code of Conduct and Ethics
that applies to all employe es, directors and officers, including
our principal executive offi- er and our principal financial officer
and principal accounting c fficer. This code is posted on our
web site at PGiConnect.co n (follow the “Investor Relations™
tab to “Corporate Governe 1ce”). We will satisfy any disclo-
sure requirements under | em 5.05 of Form 8-K regarding

an amendment to, or & wa ver from, any provision of this
code with respect to our p incipal executive officer and our
principal financial officer : nd principal accounting officer or
persons perferming similz - functions by disclosing the nature
of such amendment or wa ver on our web site.

EVENEXE QU GOV BEN SATION |

The information required by this item is incorporated
herein by reference to our proxy statement under the
headings “Corporate Gove mance Matters — Compensation
Committee,” “~Compensa ion Committee Interlocks and
Insider Participation,” “Cc mpensation Committee Report,”
“Compensation Discussio 1 and Analysis” and “Director and
Executive Compensation.’
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LEMBGYGERTAINIREFATIONS HIRSTAN D]
FELATED TRATSACTIENS
JANDIDIREGIORIINDERENDENGH

The information required by this item is incorporated herein
by referen: e to our proxy statement under the headings “Cor-
porate Governance Matters — Independent Directors,” “-Audit
Committee,” “—Compensation Committee,” “-Nominating and
Governancz Committee” and “Certain Transactions.”

[ e )| PrmERAL AGGENTRAN FEES AD SERICES |

The inforrr ation required by this item is incoraorated herein
by reference to our proxy statement under the heading
“Audit Malters.”

Certain inf srmation required by Part 11l is amitted from this
report and is incorporated by reference to our definitive proxy
statement pursuant to Regulation 144 for our 2008 annual
meeting o' shareholders, which we will file not later than

120 days after the end of the fiscal year covered by this
annual rep ort.

e

IHEMBIGNEXCH | BITSTAN DIEINANGIAT
STATIEM ENITRS GHED U ITES]

(a) 1. Finanicial Statements

The financial statements listed in the index set forth in item 8
of this rep art are filed as part of this annual report.

2, Fina 1cial Statement Schedules

There are 10 financial statement schedules included in this
report.

3. Exhidits




EXHIBIT EXHIBIT
NUMBER DESCRIPTION NUMBER DESCRIPTION
2.1 Agreement and Plan of Merger, together with exhibits, 10.1  Amended and Restated 1998 Stock Plan of the Registrant

2.2

2.3

2.4

3.1

3.2

33

3.4

4-1

4.2

dated November 13, 1997, by and among the Registrant,
Mets Acquisition Corp. and Xpedite Systems, Int. (incor-
porated by reference to Exhibit 99.2 to the Registrant’s
Current Report on Form 8-K dated Nevember 13, 1997
and fited December 5, 1997, as amended by Form 8-K/A
and filed an December 23, 1997}

Agreement and Plan of Merger, dated April 22, 1998, by
and among the Registrant, American Teleconferencing
Services, Ltd. (“ATS™), PTEK Missouri Acquisition Corp.
and the shareholders of ATS (incorporated by reference
to Exhibit 99.1 of the Company’s Current Report on
Form 8-K dated April 23, 1998 and filed on April 28, 1998).

Asset Purchase Agreement, dated September 15, 2003,
by and amang Captaris, Inc., MediaTel Corporation
{Delaware) and Xpedite Systems, Inc. (incorporated

by reference to Exhibit 2.1 of the Current Report on
Form 8-K of Captaris, Inc. filed on September 17, 2003).

Asset Purchase Agreement, dated February 16, 2005,
hy and among Clarinet, inc., the Registrant, American
Teleconferencing Setvices, Ltd,, Conference-Call USA,
Inc. and Citizens Communications Company (incorpo-
rated by reference to Exhibit 2.7 to the Registrant’s
Annual Report on Form 10-K for the fiscal year ended
December 31, 2004 and filed on March 15, 2005).

Amended and Restated Articles of incerporation of the
Registrant dated March 15, 2006 (incorporated by refer-
ence to Exhibit 3.1 to the Registrant’s Annual Report on
Form 10-K for the year ended December 31, 2005 and
filed on March 16, 2006).

Second Amended and Restated Bylaws of the Regis-
trant (incorporated by reference to Exhibit 3.2 to the
Registrant’s Annual Report on Form 10-K for the year
ended December 31, 2005 and filed on March 16, 2006).

Amendment No. 1 to Second Amended and Restated
Bylaws of the Registrant (incorporated by reference
to Exhibit 3.1 to the Registrant’s Current Report

on Form 8-K dated April 18, 2007 and filed on

April 19, 2007).

Amendment No. 2 to Second Amended and Restated
Bylaws of the Registrant {incorporated by reference
to Exhibit 3.2 to the Registrant’s Current Report on
Form 8-K dated and filed on June 27, 2007).

See Exhibits 3.1-4. for provisions of the Articles of Incor-
poration and Bylaws defining the rights of the holders
of common stock of the Registrant.

Specimen Stock Certificate (incosporated by reference
to Exhibit 4.2 to the Registrant’s Annuat Report on
Form 10-K for the year ended December 31, 2005 and
filed on March 16, 2006).

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

(incorporated by reference to Exhibit 10.1 to the Regis-
trant’s Quarterty Report on Form 10-Q for the quarter
ended June 30, 1999 and filed on August 16, 1999).+

Amendment No. 1 to the Amended and Restated 1998
Stock Plan of the Registrant (incarporated by reference
to Exhibit 10.45 to the Registrant’s Annual Report on
Form 10-K for the year ended December 31, 1999 and
filed on March 30, 2000).+

Intellivoice Communrications, Inc. 1995 Incentive Stock
Plan (assumed by the Registrant) (incorporated by
reference to Exhibit 10.52 to the Registrant’s Annual
Report on Form 10-K for the year ended December 31,
1969 and fited on March 30, 2000).

2000 Directors Stock Plan, as amended, of the Regis-
trant (incorporated by reference to Appendix D to the
Registrant’s Definitive Proxy Statement distributed in
connection with the Registrant’s June 5, 2002 Annual
Meeting of Shareholders, filed on April 30, 2002).+

1995 Stock Plan of the Registrant (incorporated by
reference to Appendix C to the Registrant’s Definitive
Proxy Statement distributed in connection with the
Registrant’s june 5, 2002 Annual Meeting of Share-
haldets, filed on April 30, 2002).+

Standard Office Lease, dated May 23, 1996, by

and between 2221 Bijou, LLC and American Telecon-
ferencing Services, Ltd., as amended by First Amend-
ment to Standard Office Lease dated May 4, 1999, as
amended by Second Amendment to Standard Office
Lease dated May 1998, as amended by Third Amend-
ment to Standard Office Lease dated September 1999
(incorporated by reference to Exhibit 10.53 to the Reg-
istrant’s Annual Report on Form 10-K for the year ended
December 31, 2002 and filed on March 31, 2003).

Lease Agreement from Townsend XPD, LLC to Xpedite
Systems, Inc., dated June 15, 2000, (incorporated

by reference to Exhibit 10.68 to the Registrant’s
Annual Report on Form 10-K for the year ended
December 31, 2002 and filed on March 31, 2003).

Pine Ridge Business Park Standard Office Lease, dated
lanuary 29, 1999, by and between Perg Buildings, LLC
and American Teleconferencing Services, Ltd., as amended
by First Amendment to Lease dated May 4, 1999 (incor-
porated by reference to Exhibit 10.69 to the Registrant's
Annual Report on Form 10-K for the year ended
December 31, 2002 and filed on March 31, 2003).

Stock Pledge Agreement, dated December 15, 1999,
by and between Beland T. Jones and the Registrant
(incorporated by reference to Exhibit 10.73 to Amend-
ment No. 1to the Registrant’s Annual Report on

Form 10-K/A for the year ended December 31, 2002
and filed on December 23, 2003).+
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EXRIBIT
NUMBER

DESCRIPTION

EXHIBIT
NUMBER

DESCRIPTION

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

Agreement for Assig 1ment of Stock Options, dated
February 5, 1999, by and among Beland T. Jones,
Seven Gables Mana; ement Company, LLC, Seven
Gables Partnership, _.P. and the Registrant (incorpo-
rated by reference tc Exhibit 10.74 to Amendment

No. 1 to the Registra it's Annual Report on Form 10-K/A
for the year ended D :cember 31, 2002 and filed on
December 23, 2003) +

Promissory Note, da ed October 31, 2oo0, payable
to the Registrant by 3oland T. Jones (incorporated
by reference to Exhil it 10.75 to Amendment No. 1to
the Registrant’s Ann 1al Report on Form 10-K/A far
the year ended Dece mber 31, 2002 and filed on
December 23, 2003) +

Stock Pledge Agreer ient, dated October 31, 2000, by
and between Seven ables Partnership, L.P. and the
Registrant (incorpor.ted by reference to Exhibit 10.76
to Amendment No. 1 to the Registrant's Annual Report
on Form 10-K/A for t 1e year ended December 31, 2002
and filed on Decemt 2r 23, 2003).+

Stock Pledge Agreer ient, dated October 31, 2000,

by and between Bol: nd T. Jones and the Registrant
(incarporated by refi rence to Exhibit 10.78 to Amend-
ment No. 1 to the Re ‘istrant’'s Annual Report on

Form 10-K/A for the ' ear ended December 31, 2002
and filed on Decemt 2r 23, 2003}.+

Promissory Note, da ed April 17, 2001, payable to the
Registrant by Boland T. Jones (incorporated by reference
to Exhibit 10.80 to A aendment No. 1 to the Registrant’s
Annual Report on Fo 'm 10-K/A for the year ended
December 31, 2002 i nd filed on December 23, 2003).+

Promissory Note, da ed April 17, 2001, payable to the
Registrant by Boland T. Jones (incorporated by reference
to Exhibit 10.81 to Anyendment Ng. 1 to the Registrant’s
Annual Report on Fo 'm 10-K/A for the year ended
December 31, 2002 : nd filed on December 23, 2003).+

Promissory Note, da ed April 17, 2001, payable to the
Registrant by Boland T. Jones (incorporated by reference
to Exhibit 10.82 to A nendment No. 1to the Registrant’s
Annual Report on Fo 'm 10-K/A for the year ended
December 31, 2002 i nd filed on December 23, 2003).+

Form of Director Inde mnification Agreement between the
Registrant and Non-i-mployee Directors (incorporated
by reference to Exhil it 10.67 to the Registrant’s Annual
Report of Form 10-K fur the year ended December 31, 2003
and filed on March 1, 2004).+

Form of Officer Inder 1nification Agreement between the
Registrant and each f the executive officers (incorpo-
rated by reference t¢ Exhibit 10.68 to the Registrant’s
Annual Report of For n 10-K for the year ended
December 31, 003 i nd filed on March 14, 2004).+
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10.19

10.20

10.21

10.22

10.23

10.24

10.25

Cred t Agreement, dated June 30, 2004, among the
Regiitrant, as Borrower, Certain Subsidiaries and
Affili ites of the Borrower, as Guarantors, the Lenders
Part'- thereto, Bank of America, N.A., as Administra-
tive .\gent and Collateral Agent, and LaSalle Bank
National Association, as Syndication Agent and
Co-L:ad Arranger (incorporated by reference to
Exhihit 10.1 to the Registrant's Quarterly Report on
Forir 10-Q for the quarter ended June 30, 2004 and
filed on August g, 2004).

Sec. rity Agreement, dated June 30, 2004, among the
Regi itrant, American Teleconferencing Services, Ltd.,
Prem iere Conferencing Network Services, Inc., PTEK
Serv ces, Inc., Xpedite Netwark Services, Inc., Xpedite
Systirms, Inc., Xpedite Systems Worldwide, Inc. and
Bank of America, N.A., as Collateral Agent (incorporated
by reference to Exhibit 10.2 to the Registrant's Quarterly
Repcrt on Form 10-Q for the quarter ended June 30, 2004
and ‘ited on August 9, 2004).

Pled e Agreement, dated June 30, 2004, among the
Regi itrant, American Teleconferencing Services, Ltd.,
Prer iere Conferencing Networks, Inc., PTEK Services,
inc., Xpedite Network Services, Inc., Xpadite Systems,
inc,, Kpedite Systems Wortdwide, Inc. and Bank of
Ame ica, N.A., as Collateral Agent (incorporated by
refer2nce to Exhibit 10.3 to the Registrant’s Quarterly
Repcrt on Form 10-Q for the quarter ended June 30, 2004
and ‘iled on August 9, 2004).

Ame wdment No. 1 to Credit Agreement, dated

Febr 1ary 2, 2005, by and among the Registrant, as
Borrwer, Bank of America, N.A., as Administrative
Agert, and the Guarantors and the Lenders that are
parti2s thereto (incorporated by reference Exhibit 10.1
to th 2 Registrant’s Current Report on Form 8-K dated
Febr 1ary 5, 2004 and filed on February 3, 2004).

200 Long-Term Incentive Plan, as amended, of the
Regi :trant (incorporated by reference to Appendix B to
the Fegistrant's Definitive Proxy Statement distributed
in co1nection with the Registrant’s June 3, 2004 Annual
Mee ing of Shareholders, filed on April 28, 2004).+

Four h Amendment to Standard Office Lease, effective
March 1, 2005, by and between 2221 Bijou, LLC and
Ame ‘ican Teleconferencing Services, Ltd. to the Stan-
dard Office Lease dated May 23, 1996, as amended
(inccrporated by reference to Exhibit 10.57 of the Reg-
istra w's Annual Report on Form 10-K for the year ended
Dece mber 31, 2004 and filed on March 15, 2005).

Four h Amended and Restated Executive Emptoyment
Agre :ment between Boland T. Jones and the Registrant,
effective January 1, 2005 (incorporated by reference

to E>hibit 10.1 to the Registrant’s Current Report on
Form 8-K dated and filed on April 20, 2¢05).+
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10.26 Form of Restricted Stock Agreement to be issued to
Boland T. Jones as Stock Bonuses pursuant to the
terms of their Fourth Amended and Restated Executive
Employment Agreements with the Registrant {incorpo-
rated by reference to Exhibit 10.3 to the Registrant’s
Current Report on Form 8-K dated and filed on
April 20, 2005) .+

10.27 Restricted Stock Agreement between Boland T. jones
and the Registrant, effective April 18, 2005, under the
Registrant’s 2004 Long-Term Incentive Plan (incorpo-
rated by reference to Exhibit 10.4 to the Registrant’s
Current Report on Form 8-K dated and filed on
April 20, 2005).+

10.28 Restricted Stock Agreement between Boland T. Jones
and the Registrant, effective April 18, 2005, under the
Registrant’s 1995 Stock Plan (incorporated by reference
to Exhibit 10.5 to the Registrant’s Current Report on
Form 8-K dated and filed on April 20, 2005} .+

10.29 Form of NonStatutory Stock Option Agreement under
the Registrant’s 2004 Long-Term Incentive Plan (incor-
porated by reference to Exhibit 10.4 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended
March 31, 2005 and filed on May 6, 2005).

10.30 Form of Restricted Stock Agreement under the Registrant’s
2004 Long-Term Incentive Plan (incorporated by refesr-
ence to Exhibit 10.5 to the Registrant’s Quarterly Report
on Form 10-Q for the quarter ended March 31, 2005 and
filed on May 6, 2005).

10.31 Form of NonStatutory Stock Option Agreement under
the Registrant’s 1995 Stock Plan {incorporated by refer-
ence to Exhibit 10.6 to the Registrant’s Quarterly Report
on Form 10-Q for the quarter ended March 31, 2005 and
filed on May 6, 2005).

10.32 Form of Restricted Stock Award Agreement under the
Registrant’s 1995 Stock Plan (incorporated by reference
to Exhibit 10.7 to the Registrant’s Quarterly Report on
Form 10-Q for the quarter ended March 31, 2005 and
filed on May 6, 2005).

10.33 Summary of the Registrant’s Non-Employee Director
Compensation (incorporated by reference to Exhibit
10.1 to the Registrant’s Current Report on Form 8-K
dated and filed on December 22, 2005).

10.34 Lease Agreement, dated Qctober 28, 2005, between
Xpedite Systems, LLC and 3280 Peachtree | LLC {incor-
porated by reference to Exhibit 10.1 to the Registrant’s
Current Report on Form 8-K dated and filed on
February 1, 2006},

10.35 Guaranty to the Lease Agreement between Xpedite Sys-
tems, LLC and 3280 Peachtree | LLC, dated October 28,
2005, by the Registrant (incorparated by reference to
Exhibit 10.2 to the Registrant’s Current Report on
Form 8-K dated and filed on February 1, 2006).

10.36 Lease Agreement, dated October 28, 2005, between
American Telecanferencing Services, Ltd. and 3280
Peachtree | LLC (incorporated by reference to Exhibit
10.3 to the Registrant’s Current Report on Form 8-K
dated and filed on February 1, 2006).

10.37 Guaranty to the Lease Agreement between American
Teleconferencing Services, Ltd. and 3280 Peachtree |
LLC, by the Registrant (incorporated by reference to
Exhibit 10.4 to the Registrant’s Current Report on
Form 8-K dated and filed on February 1, 2006).

10.38 Fifth Amendment to Standard Office Lease, dated
February g, 2006, by and between 2221 Bijou, LLC and
American Teleconfergncing Services, Ltd., to the Stan-
dard Office Lease, dated May 23, 1996, as amended
(incorporated by reference to Exhibit 10.62 to the Reg-
istrant’s Annual Report on Form 10-K for the year ended
December 31, 2005 and filed on March 16, 2006).

10.39 Amendment No. 2 and Waiver to Credit Agreement,
dated August 3, 2005, by and among the Registrant,
as Borrower, Bank of America, N.A., as Administrative
Agent, and the Guarantors and the Lenders that are
parties thereto (incorporated by reference to Exhibit
10.65 of the Registrant’s Annual Report on Form 10-K
for the year ended December 31, 2005 and filed on
March 16, 2006).

10.40 Amendment No. 3 to Credit Agreement, dated April 24,
2006, by and among the Registrant as Borrower, Bank
of America, N.A. as Administrative Agent, and the Guar-
antors and the Lenders that are parties thereto (incor-
porated by reference to Exhibit 10.1 to the Registrant’s
Current Report on Form 8-K dated and filed on
April 25, 2006).

10.41 Amendment to Fifth Amendment to Standard Office
Lease, effective March 13, 2006, by and between 2221
Bijou, LLC and American Teleconferencing Services, Ltd.
to the Standard Office Lease, dated May 23, 1996, as
amended (incorporated by reference to Exhibit 10.1 to
the Registrant’s Quarterly Report on Form 10-Q for the
guarter ended March 31, 2006 and filed on May g, 2006).

10.42 Restricted Stock Agreement by and between Theodore
P. Schrafft and the Registrant, dated May 5, 2006, under
the Registrant’s 1995 Stock Plan (incorporated by refer-
ence to Exhibit 10.2 to the Registrant’s Current Report on
Form 8-K dated May 10, 2006 and filed on May 11, 2006) .+
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10.43 Restricted Stock Agret ment by and between T, Lee
Provow and the Regist ant, dated May 5, 2006, under
the Registrant’s 1995 *.tock Plan (incorporated by
reference to Exhibit 1¢.3 to the Registrant’s Current
Report on Form 8-K di ted May 10, 2006 and filed on
May 11, 2006).+

10.44 Form of Restriction Ag -eement for non-employee
directors under the 2c 20 Directors Stock Plan (incor-
porated by reference 13 Exhibit 10.2 to the Registrant’s
Quarterly Report on Firm 10-Q for the quarter ended
March 31, 2006 and fi' 2d on May 9, 2006).

10.45 Revised Summary of t 1e Equity Compensation Com-
ponent to the Registré nt’s Non-Employee Director
Compensation (incorp rated by reference to Exhibit 10.1
to the Registrant's Culrent Report on Form 8-K dated
and filed on July 26, 2 106).

10.46 Amended and Restate 4 Emptoyment Agreement
between Theodore P. 'ichrafft and the Registrant,
dated September 15, :006 (incorporated by reference
to Exhibit 10.1 to the F egistrant’s Current Report on
Form 8-K dated and fi 2d September 19, 2006).+

10.47 Amended and Restate d Employment Agreement
between T. Lee Provor 1 and the Registrant, dated
September 15, 2006 ( ncorporated by reference to
Exhibit 10.2 to the Rey istrant’s Current Report on
Farm 8-K dated and fi ed September 19, 2006).+

10.48 First Amendment to Fwurth Amended and Restated
Executive Employmer t Agreement between Boland T.
lones and the Registr.int, dated September 15, 2006
(incorporated by refet2nce to Exhibit 10.3 to the Regis-
trant’s Current Report on Form 8-K dated and filed on
September 19, 2006). +

10.49 Second Amendment ) Fifth Amendment to the Stan-
dard Office Lease, daled September 11, 2006, by and
between 2221 Bijou, 1 LC and American Teleconferenc-
ing Services, Ltd., to 1he Standard Office Lease, dated
May 23, 1996, as ame nded (incorporated by reference
to Exhibit 10.9 of the legistrant’s Quarterly Report on
Form 10-Q for the que rter ended September 30, 2006
and filed on Novembe r 9, 2006).

10.50 Amendment to the Registrant’s 2004 Long-Term Incen-
tive Plan, dated Septi mber 29, 2006 (incorporated by
reference to Exhibit 1.7 to the Registrant’s Quarterly
Report on Form 10-Q lated November g, 2006 and filed
on November 11, 2003).+
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10.51 Amenc ment No. 4 and Waiver to Credit Agreement,
dated Jctaber 3, 2006, by and among the Registrant
as Bor ‘ower, Bank of America, N.A, as Administrative
Agent, and the Guarantors and the Lenders that are
partie:; thereto (incorporated by reference to Exhibit
10.8 tc the Registrant’s Quarterly Report an Form 10-Q
for qu.irter ended September 30, 2006 and filed on
Noveniber 9, 2006).

10.52 Amendment and Restatement of the Registrant’s
401(k) Plan, dated December 20, 2006 and effective
January 1, 2006 (incorporated by reference to Exhibit
10.65 o the Registrant’s Annual Report on Form 10-K
for the year ended December 31, 2006 and filed on
March 15, 2007} .+

10.53 Separ.tion Agreement between Jeffrey A. Allred and
the Registrant, dated December 20, 2006 and effective
January 1, 2007 (incorporated by reference to Exhibit
10.66 0 the Registrant’s Annual Report on Form 10-K
for the year ended December 31, 2006 and filed on
Marck 15, 2007).

10.54 Restri ited Stock Agreement between Jeffrey A, Allred
and tt e Registrant, effective December 30, 2006, under
the Re gistrant’s 1995 Stock Plan (incorporated by refer-
ence t > Exhibit 10,67 to the Registrant’s Annual Report
on Foim 10-K for the year ended December 31, 2006
and fi ed on March 15, 2007).

10.55 First #mendment te Amended and Restated Employ-
ment \greement between T. Lee Provow and the
Regisirant, dated January 23, 2007 (incosporated by
refere1ce to Exhibit 10.68 to the Registrant’s Annual
Report on Form 10-K for year ended December 31, 2006
and fi ed on March 15, 2007).+

10.56 Restrizted Stock Agreement between T. Lee Provow
and tt e Registrant, dated lanuary 22, 2007, under the
Regis rant’s 1995 Stock Plan (incorporated by reference
to Ext ibit 10.69 to the Registrant’s Annual Report on
Form 10-X for the year ended December 31, 2006 and
filed ¢ n March 15, 2007).+

10.57 Settlement Agreement, dated April 19, 2007, by
and anong the Registrant, Crescendo Partners il, L.P.
Serie, E, Crescendo Investments i, LLC, Crescendo
Advisars |I, LLC, Eric S. Rosenfeld, Delacourt Heldings,
Ltd., Colin D. Watson and Premiere Full Value Commit-
tee (icorporated by reference to Exhibit 10.1 to the
Regis rant’s Current Report on Form 8-K dated
April 8, 2007 and filed on April 19, 2007).
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10.58 Amendment No. 5 and Waiver, dated April 19, 2007,
to the Credit Agreement by and among the Registrant
as Barrower, Bank of America, N.A., as Administrative
Agent, and the Guarantors and the Lenders that are
parties thereto (incorporated by reference to Exhibit 16.2
to the Registrant’s Current Report on Form 8-K dated
April 18, 2007 and filed on April 19, 2007).

10.5¢ Amendment to the Premiere Global Services, Inc. 401(k}
Plan, dated August 28, 2007 (incarparated by reference
to Exhibit 10.1 to the Registrant’s Quarterly Report on
Form 10-Q for the quarter ended September 30, 2007
and filed on November 8, 2007).+

10.60 Second Amendment to Fourth Amended and Restated
Executive Employment Agreement between Boland T.
Jones and the Registrant dated December 21, 2007
{(incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K dated
December 20, 2007 and filed on December 21, 2007) .+

10.61 First Amendment to Amended and Restated Employ-
ment Agreement between Theodore P. Schrafft and the
Registrant dated December 21, 2007 (incorporated by
reference to Exhibit 10.2 to the Registrant’s Current
Report on Form 8-K dated December 20, 2007 and
filed on December 21, 2007} .+

10.62 Second Amendment to Amended and Restated
Employment Agreement between T. Lee Provow and
the Registrant dated December 21, 2007 (incorporated
by reference to Exhibit 10.3 to the Registrant’s Current
Report on Form 8-K dated December 20, 2007 and fited
on December 21, 2007).+

10.63 Amended and Restated Employment Letter between
Michael E. Havener and the Registrant dated
December 21, 2007 (incorporated by reference to
Exhibit 10.4 to the Registrant’s Current Report on
Form 8-K dated December 20, 2007 and filed on
December 21, 2007).+

10.64 Second Amendment to Amended and Restated Employ-
ment Agreement between Theodore P, Schrafft and
the Registrant dated January 23, 2008 (incorporated
by reference to Exhibit 10.1 to the Registrant’s Current
Report on Form 8-K dated January 22, 2007 and filed
on January 25, 2008) .+

10.65 Restricted Stock Agreement between Theodore P,
Schrafft and the Registrant dated September 30, 2007
under the Registrant’s 1995 Stock Plan.+

10.66 Restricted Stock Agreement between Michael E. Havener
and the Registrant dated December 31, 2007 under the
Registrant’s 1995 Stock Plan.+

21,1 Subsidiaries of the Registrant.
23.1 Consent of Deloitte & Touche LLP.

31.1  Certification of Chief Executive Officer pursuant to
Rule 13a3-14(a)/15d-14(a) of the Securities Exchange
Act of 1934,

31.2 Certification of Chief Financial Officer pursuant to
Rule 13a-14(a)/15d-14(3) of the Securities Exchange
Act of 1934.

32.1 Certification of Chief Executive Officer pursuant to
Rule 13a-14{b}/15d-14(b) of the Securities Exchange
Act of 1934 and 18 U.S.C. Section 1350,

32.2 Certification of Chief Financial Officer pursuant to
Rule 133-14(b}/15d-14(b) of the Securities Exchange
Act of 1934 and 18 U.5.C. Section 1350.

+ Management contract ar compensatory plan or arrangement required to be filed as
an exhibit to this farm pursuant to Item 15(b} of this report.
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Pursuant to the requirement ; of Section 13 or 15{d) of the Securities Exchange Act of 1934, the registrant has duly raused this
report to be signed on its be 1alf by the undersigned, thereunto duly authorized.

PREMIERE GLC'BAL SERVICES, INC,

By: /s/BolardT.Jones

Boland T. Jones, Chairman of the Beard
and Chief Executive Officer
Date: February 29, 2008

POWER OF ATTORNEY

KNOW BY ALL PERSONS BY 1HESE PRESENTS, that each person whose signatur : appears below constitutes and appoints jointly
and severally, Boland T. Jone 3 and Scott Askins Leonard, and each one of them, 1is or her attorneys-in-fact, each with the power
of substitution, for him or her in any and all capacities, to sign any and all amen tments to this Annual Report on Form 10-K and to
file the same, with exhibits 1 Yereto and other documents in connection therewith, with the Securities and Exchange Commission,
hereby ratifying and confirm ng all that each said attorneys-in-fact, or his substi .ute or substitutes, may do or cause to be done
by virtue hereof.

Pursuant to the requiremen s of Section 13 or 15(d) of the Securities Exchange Act of 1934, this report has been signed below
by the following persons or behalf of the registrant in the capacities and on t} e dates indicated.

SIGHATURE TITLE DATE
/s/BolandT. Jone Chairman of the Board and February 29, 2008
Chief Executive Officer
Botand T. jones (principal executive officer} and Cirector
/s/Michael E. Have ter Chief Financial Officer February 29, 2008
{principal financial and
Michael E. Havencr accounting officer)
/s/|effrey T. Arnol Director February 29, 2008

leffrey T. Arnold

/s /Wilkie S. Colyer Director February 29, 2008
Wilkie S. Colyer
/s/lohn R. Harris Director February 28, 2008
John R. Harris
/s/W. Steven |ones Director February 26, 2008

W. Steven Jones

/s/Raymond H. Pirtl 1, Jr. Director February 27, 2008

Raymond H. Pirtle, Jr.

/s/1. Walker Smith, Jr. Director February 25, 2008

J. Walker Smith, | .
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I, Boland T. Jones, certify that:
1. | have reviewed this Annual Report on Form 10-K of Premiere Global Services, inc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not mislead-
ing with respect to the period covered by this repart;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periads
presented in this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and proce-
duves (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting {as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its cansoclidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, ta provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

{c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclu-
sions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report
based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer and 1 have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors {or persons
performing the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the regis-
trant’s internal control over financial reporting.

Date: February 29, 2008 /s/Boland T, Jones

BolandT. Jones
Chief Executive Officer
Premiere Global Services, Inc.
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[, Michae! E. Havener, certify that:
1. 1 have reviewed this Anni al Report on Form 10-K of Premiere Global Services, Inc;

2. Based on my knowledge, this report does not contain any untrue statement sf a material fact or omit to state a material fact
necessary to make the st stements made, in light of the circumstances under which such statements were made, not mislead-
ing with respect to the pi riod covered by this report;

3. Based on my knowledge. the financial statements, and other financial inforn ation included in this report, fairly present in
all material respects the inancial condition, results of operations and cash f ows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other ceitifying officer and I are responsible for establishing and maintaining disclosure controls and proce-
dures (as defined in Exct ange Act Rules 13a-15(e) and 15d-15(e)) and internz | control over financial reporting (as defined in
Exchange Act Rules 13a- 5(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclo .ure controls and procedures, or caused such disclo iure controls and procedures ta be designed under
our supervision, to er sure that material information relating to the regisirant, inctuding its consolidated subsidiaries, is
made known to us by others within these entities, particularly during the period in which this report is being prepared;

{b) Designed such intern 1l controt over financial reporting, or caused such ir ternal control over financial reporting to be
designed under gur < apervision, to provide reasonable assurance regarc ing the reliability of financial reporting and the
preparation of financ al statements for external purposes in accordance 'vith generally accepted accounting principles;

{c) Evaluated the effectir eness of the registrant’s disclosure controls and procedures and presented in this report our conclu-
sions about the effec iveness of the disclosure controls and procedures, as of the end of the period covered by this report
based on such evalui tion; and

(d) Disclosed in this rept rt any change in the registrant’s internal control ovir financial reporting that occurred during the reg-
istrant's most recent iscal quarter (the registrant's fourth fiscal quarter i1 the case of an annual report) that has materially
affected, or is reason ably likely to materially affect, the registrant’s inter al control over financial reporting.

5. The registrant’s other ce tifying officer and | have disclosed, based on our i ost recent evaluation of internal control over
financial reporting, to th : registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivale 1t functions):

(a) all significant deficie icies and material weaknesses in the design or ope -ation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and repart financial
information; and

(b) any fraud, whether ¢ - not material, that involves management or other e mployees who have a significant role in the regis-
trant’s internal contr.l over financial reporting.

Date: February 29, 2008 /s/Michael E. Havener

Michael E. Ha rener
Chief Financial Officer
Premiere Glot al Services, Inc.
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Pursuant to 18 U.5.C. Section 1350, as Adopted Pursuant to § gos of the Sarbanes-Oxley Act of 2002
in connection with the Annual Report of Premiere Global Services, Inc. (the “Company”} on Form 10-K for the year ended
December 31, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), the undersigned,
Boland T. lones, Chief Executive Officer af the Company, certifies, pursuant to 18 U.5.C. § 1350, as adopted pursuant to § go6 of
the Sarhanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

{(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Campany.

/s/Boland T. Jones

Boland T. Jones

Chief Executive Officer
Premiere Global Services, Inc.
February 29, 2008

STATEM ENJ{OREH | EREINAN GIATROREIGER{OHBREMIEREIGIOBAIRS ERVIGES Y NG

Pursuant to 18 U.5 C. Section 1350, as Adopted Pursuant to § goé of the Sarbanes-Oxley Act of 2002

In connection with the Annuai Report of Premiere Global Services, Inc. (the “Company”) on Form 10-K for the year ended
December 31, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), the undersigned
Michael E. Havener, Chief Financial Officer of the Company, certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuarit to § 906
of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

{2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Js/Michael E. Havener

Michael E. Havener

Chief Financial Officer
Premiere Global Services, Inc.
February 29, 2008
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(in thousands, unaudited, except per sh: re data)

Twelve Months Ended December 1, 2007 2006 2005
Pro Forma Qperating Income @
Operating income, as repor ed $61,546 $46,370  $ 75,279
Restructuring costs 3,447 8.385 3,256
Net legal settlements and r :lated expenses 349 503 2,048
Asset impairments - 111 -
Proxy-related costs 2,900 80 -
Equity-based compensatiot 10,590 10,370 7.484
Amortization 15,659 13,018 13,243
Pro Forma Operating Inco ne $94,491 $78,937  $101,310

Pro Forma Income

Income from net income, a: reported $33,355 $25,509 § 48,686
Elimination of one-time tax adjustments (259 263 (3,826)
Restructuring costs, net of axes 2,275 5,551 2,022
Net legal settlements and r :lated expenses 231 399 1,272
Asset impairment, net of ta tes - 74 -
Proxy-related costs, net of ' axes 1,914 53
Equity-based compensatio 1, net of tax 6,990 6,865 4,648
Amortization, net of tax 10,335 8,618 8,224
Pro Farma Income from N »t Income 554,841 $47,332 % 61,026

Pro Forma Diluted EPS @

Diluted EPS from net incon e, as reported $ 052 $ 037 % 067
Elimination of one-time tax adjustments - - (0.05)
Restructuring costs, net of taxes 0.04 (.08 0.03
Net legal settlements and 1 :tated expenses - 0.01 0,02
Asset impairment, net of t& s - - -
Proxy-related costs, net of axes 0.03 - -
Equity-based compensatio 1, net of tax 0.11 0.10 0.06
Amortization, et of tax 0.16 0.12 0.11

Pro Forma Diluted EPS fr m Net Income S 086 $ 068 $ 0B4

© pManagement believes that pro fo ma operating income, pro forma income from continuing operations ar 1 pra forma diluted EPS from continuing operations provide useful
information regarding underlying :rends in our continuing operations. Management expects equity-base | compensation and amortization expenses ta be recurring cosis and
presents pro forma dituted EPS fr im continuing operations to exclude these items as well as non-recurri ig items that are unrelated to our ongeing operztions, including one-
time tax adjustments, restr.cturi g costs, net legal settlements and related expenses, asset impairment- and proxy-related costs.
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Executive Vice President,
Sales & Marketing
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RAYMOND H. PIRTLE, |R.?
Chief Manager
Claridge Company, LLC

). WALKER SMITH, JR. ?
President
Yankelovich, Inc.

! Audit Committee

? Compensation Committee

7 Nominating and Governance
Committee

MANAGEMENT TEAM

DENNIS CHOO
Managing Director, Asia Pacific

JOHN STONE
Managing Director, Europe

SCOTT ASKINS LEONARD
Senior Vice President, Legal
General Counsel and Secretary

SHAREHOLDER INFORMATION

INVESTOR RELATIONS CONTACT
Sean P. O'Brien

Senior Vice President

Strategic Planning and

Investor Relations

404.262.8462
sean.obrien@premiereglobal.com

MARKETING AND MEDIA CONTACT
Randy Salisbury

Chief Communications Officer
404.262.8461
randy.salisbury@premiereglobal.com

STOCK LISTING
PGI Our common stock is
ol traded on the New York
[ LISTED]
NYSE. Stock Exchange® under
the symbal “PGI”.

Our Chief Executive Officer has
certified to the NYSE that he is not
aware of any violation by us of the
NYSE's corporate governance
listing standards.
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ANNUAL REPORT

An online version of this Annual
Report is available on our web site
(PGiConnect.com} in the Investor
Relations section,

FORM 10-K AND

SHAREHOLDER REPORTS

A copy of our 2007 Annual Report on
Form 10-K, as filed with the Securities
and Exchange Commission, excluding
exhibits, has been included herein.
Additional copies of our Form 10-K,
including exhibits, are available free
of charge by accessing our web site
(PGiConnect.com), or by written
request to Scott Askins Leonard,
Secretary, at our headquarters.

We have filed as exhibits to our
2007 Annual Report on Form 10-K
certifications under Section 302 of
the Sarbanes-Oxley Act of 2002
signed by our Chief Executive Officer
and Chief Financial Officer.

Printed on FSC Certified, elemental
chlorine-free paper which contains
10% post-consumer fiber.
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